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Executive summary

Medicarehasaresponsibility to ensurethat the careitsbeneficiariesreceiveisof high quality. Because
Medicareisthesinglelargest purchaser of health carein the country, itsactions influencethe carethat
all patientsreceivenationwide. Applying standardsthat direct the efforts providersand planstaketo
improvequality isoneway for Medicareto help ensurethat high-quality careisavailable.

Inthe Balanced Budget Act of 1997 (BBA), the Congressincluded aset of rigorousquality
improvement standardsinitsregquirementsfor the newly devel oped Medicare+Choice (M+C) program.
Recognizing that it might be difficult for some plansto comply with al therequirements, the Congress
exempted M+C organizations other than health maintenance organizations (HM Os) from severa
requirements.

The Congressasked MedPA C to report on the appropriate application of quality improvement
standardsto al typesof plansinthe M+C program and whether differencesamong plantypeswere
warranted. The Congressal so asked MedPA C to consider how quality improvement standards should
beappliedto all typesof providersinthefee-for-service (FFS) program. Our report focuseson quality
improvement standards and assumesthat quality assurance standardswill remaininforce.

The Commission welghed severa factorsin considering how to gpply quality improvement standardsto
plansand providers:

» theimperativetoimprovequality andthe need for leadership from Medicare,

beneficiaries’ rightsto high-quality care whether they choosethe M+C or FFSprogram;

the complexity, uncertainty, and costsof quality improvement efforts;

thevarying capacitiesfor different plansand providersto measure and improve quality; and
thetools Medicare hasto addressquality concerns.

The Commission concluded that thegod of quality improvement standardsistoimprovethequality of

care provided to beneficiariesby stimulating quality improvement activitiesand that applying standardsis

only oneway Medicarecould act to reach that goal. Medicare has multipletoolsto stimulate quality

improvement efforts. It can:

*  actasaregulator and establish standards and measures,

e actasapurchaser and reward high performance;

e actasanadvisor and help plansand providersmeasure and improve care; and

e actasaresearcher, either loneor in coordination with others such asthe Agency for Healthcare
Research and Quality (AHRQ), to further devel op the science of quality improvement.

Medicare should useall theabovetoolstoimprovethequality of carefor itsbeneficiaries.
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Recommendation 1: The Secretary should apply appropriatequality improvement
standardsto plansin the M edicar e+Choice program and institutional providersin the
fee-for-service program, recognizing differing plan and provider capabilities. Heshould
reward plansand provider sfor high quality performanceand improvement.

All plansand providersmust contributetoimproving quality. However, each must contribute according
toitsindividual strengthsand weaknesses. Just as plansinthe M+C program must establish processes
and structuresto measureand improve quality so should institutional providersthrough the conditions of
participation (COPs) inthe FFS program. Whileit would bedifficult to holdindividua clinicians
respons blefor establishing such systems, particularly if therequirementsincluded significant data
collection, clinicians could be encouraged to participatein theefforts of others.

Becausefew providers see enough patientsin specific clinical areasto allow for meaningful
comparisons, it may be more reasonableto expect M+C plansto report data publicly on organization-
specific clinical measuresthan to expect individua providersto do so. However, quality improvement
performancefor institutionsand clinicians could be evaluated on broader measuresthan thosein specific
clinical areas. Providersalso might be expected to collect and report datathat could be aggregated
across settingsor cliniciansby the Centersfor Medicare & Medicaid Services(CMS) and reported to
thepublic.

Theeffortsof eachtype of plan or provider should be coordinated to achieve the maximum effect onthe
overal program. Requirements cresating expectationsfor plansinthe M+C program should be designed
to stimulate and support FFS requirementsand effortsand requirementsfor providersinthe FFS
program should be designed to contribute to improved quality within M+C plans.

Financid and nonfinancia rewardsaso should beanintegral part of theapplication of quality
improvement standards. They should beavailablewhether the effortsare voluntary or mandatory; this
will providerecognition for thosewho meet or exceed rigorous standards and a so stimulate plansand
providerstoincreasetheir voluntary efforts.

Recommendation 2: The Secretary should reduceduplication between publicand
private over sight effortswhen applying quality improvement standar dsand measur es.

Recognizing that one of the primary costsof quality improvement iscompliancewith multiple standards,
including reporting on numerous performance measures, the M edi care program should useitsleadership
position to reducethe duplication of oversight efforts. Thiscould be achieved by continuing CM Sefforts
to broaden the use of deemed status authority with private accreditors, and relying on or encouraging
the devel opment of standardized performance measures. |naddition, when developing new quality
improvement standards, CM S should continueto eval uate existing standardsto determine the need for
additional or different requirementsfor Medicare.
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Recommendation 3: The Secretary should assist plansand providerstoimprovequality.
Healso should encourageand fund r esear ch on appropriate measur esand innovative
mechanismstoimprovequality.

Thisrecommendation isintended to address gapsin the ability of some plansand providersto measure
and improve care and the knowledge base necessary to do so.

The CM Sdtrategy of using expert cliniciansand Statisticiansfrom quality improvement organi zations
(Q10s), formerly known as peer review organizations (PROs), to shore up thelack of expertise of
some plansand providers should be supported and expanded. Thisass stance may needto be
increased if morenon-HM Os enter the M +C program or if CM Simposes additional quality
improvement requirementson FFS providers. Assistance could taketheform of datacollection and
analysisor advice on successful interventions. Built into thistechnical assistance should bean
understanding that CM Swill sharewhat it learnsfrom one provider or planwith others.

The Secretary hasresearch resourcesthrough AHRQ and CM Sand the advantage of avery large
population basefromwhichto collect data. Useful research topi csincludethe devel opment of
measuresfor clinical topicswhere performance measures arelesswell-established, effective provider
incentivesfor improving quality, and appropriate ri sk-adjustment techniquesfor publicly reported data.
CMSa so should evaluate efforts currently under way, such asthe FFS program’s QI O effortsand the
impact of M+C program’s Quality Assessment and Performance Improvement requirementson quality
of care.
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Inthe Balanced Budget and Refinement Act of 1999 (BBRA), the Congressdirected MedPAC to
report on how quality improvement standards should be applied to each type of Medicaret+Choice
(M+C) plan and to the M edicarefee-for-service (FFS) program. The Congresswas concerned about
the appropriate application of quality improvement standardsto different typesof plansintheM+C
program and the differencesin quality improvement efforts between the FFS and the M +C program. In
considering how to apply standards, the Congress directed MedPA C to consider thefeasibility of
applying standards comparableto M+C quality improvement standardsto all plansand the FFS

program.

The Congress exempted private fee-for-service and non-network medical savingsplansfrom portions
of theM+C quality improvement standardsin the Balanced Budget Act of 1997 (BBA). Italso
exempted preferred provider organizations (PPOs) inthe BBRA ; however, health maintenance
organizations (HMOs) aretill required to meet dl of the standards.

The Congressa so was concerned that the new leve of rigor inthe M+C program might create an
unleve playing field between the M+C and FFS programs. The Centersfor Medicare& Medicaid
Services(CMS) andindividua providersareworking toimprove careto FFSbeneficiariesin many of
the samewaysasthe M+C program. However, CMSrelieslessheavily onregulatory requirementsto
stimulate quality improvement in FFS Medi carethan it doesin the M+C side of the program.

To addresstheseissues, weidentified the problemsthat quality improvement standardsare designed to
address, whoiscurrently applying quality improvement standards, and thei ssuesthey facewhen
applying them. Weanayzed current Medicare M+C and FFS effortsand i nterviewed numerous plans
and providersfor their perspectiveson quality improvement standards.!

Through our andlysis, wefound that: (1) plansand providersvary widdly intheir ability to meet quality
improvement standards, (2) private and public sector standards are often duplicative, and (3) other
effortsbeyond devel oping and applying standards are needed to stimul ate quality improvement.

In devel oping our recommendations, the Commission wasguided by thefollowing principles:

« dl Medicarebeneficiariesshould receive high quality hedth care,

o effortstoimprovequality areimperative,

*  Medicareshouldtakethelead in stimulating and supporting quality improvement, and

o dl plansintheM+C program and providersin the FFS program should participatein quality
improvement effortsin accordancewith their capabilities.

Inaccordancewith thesegenera principles, our recommendationsoutlinewaysinwhich Medicare can
work to ensurethat all plansand providers contribute to quality improvement, coordinateitseffortswith
those of other oversight agenciesand purchasers, and use rewards, technical assistance, and researchto
further improvethequality of hedth care.

' To assist with this report, MedPAC contracted with CHPS Consulting to summarize and compare quality improvement standards of accreditors,
regulators, and purchasers and to interview key representatives of plans, purchasers, providers, and oversight entities.

MEdpAC Applying Quality Improvement Standards in Medicare * January 2002



4

What is the quality problem?

Numerous studies have documented the challenges of improving the quality of careand sparked
widespread debate on the best way to close the gap between what we know to be good care and the
actual caredelivered (IOM 2001, IOM 2000, Chassin and Galvin 1998, Jencks 2000, The President’s
Advisory Commission on Consumer Protection and Quality inthe Health Care Industry 1998).
Described asa*“ chasm” inthe most recent I nstitute of M edicinereport (IOM 2001), asignificant gap
exi sts between the knowl edge of specific servicesthat lead to better outcomes and prevent medical
errorsand theactual caredeliveredto patients. For example, best practicesdictate the administration
of beta-blockersafter heart attacksto reduce the chance of arecurrence, yet according to quality
improvement organization (QIO) program data publishedin 2000, the median staterate of heart attack
patientswho were discharged without aprescription for beta-bl ockerswas 28 percent (Jencks 2000).2
Similarly, athough computerized physi cian order entry isatechnique known to have apositiveimpact
on reducing medication errors, itisnot widely used (UCSF-Stanford University Evidence-based
Practice Center 2001).2

Citing shortages of medical speciaistsand concernswith how hospitalsaddressmedical errors,
physiciansarea so worried about the quality of caretheir patientsreceive. Inarecent survey, amost 60
percent of physiciansstated that their ability to provide quaity care hasgotten worseinthe past five
yearsand over half werevery concerned that the quality of carewould declinefurther (Blendonet al.
2001).

Expertshave speculated the gap in quality resultsfrom multipleinteractivefactorsrooted intheintrinsc

complexity of modernmedical practice. Thesefactorsinclude:

»  Patientsarelivinglonger and being treated concurrently for multiple medica problems.

*  Rapidadvancesin medica knowledge havemadeit difficult for practitionersto integrate new
practicesinto patient care. A recent study found it took an average of 17 yearsfor newly
discovered formsof treatment to becomeroutine patient care (Balasand Boren 2000). Absenta
critical massof practitioners adopting evidence-based best practices, significant improvementsin
clinical carearedifficult to achieve (Coye 2001).

e Current systemsof carewerenot designed to treat theincreasing number of patientswith ongoing
chronic conditions. Originally, theU.S. hedth care system focused on treating acute epi sodes of
illness. Yet, because agrowing percentage of the population are elderly and ratesof chronic
conditionsare highest among the el derly, more patients need ongoing carefor chronic medical
problems(Hoffman et al.1996). Asalarger number of patients suffer from chronic conditions,
coordination and continuity of care acrossand within settingsbecomesincreasingly important.

2 Because a desired outcome may not manifest for many years and because few clinical outcomes can be readily tracked, process measures are
used as proxies for “outcomes” of care. For example, the percentage of heart attack patients who are treated with a beta-blocker upon
discharge is a process measure that would be a proxy for the outcome of a reduction in subsequent myocardial infarcts.

3 Computerized physician order entry refers to a method for automating the medication ordering process which could rely on a variety of different
computer-based systems. It seeks to ensure legible, complete orders and is often used in combination with clinical decision support systems that
further assist physicians in making decisions regarding frequency of administration or dosages and may also provide information on drug
interactions and guidelines.
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Strategiestoimprovequality that rely on the application of standardsto individua plansand providers
arelimitedintheir ability to overcomethesebarriers. Barring coordinated community-wideefforts,
quality improvement standards applied at theinstitution or practitioner level can encourageonly the
development of systemsthat improve quality under the control of oneprovider. Whilegreater focuson
deliveringthe“right” careiningtitutionscouldincreasethediffusion of information on best practices, it
doeslittleto ensure better coordination acrosssettings. Similarly, because providersin health plan
networkscommonly contract with multipleplans, aswell asserving patientson afee-for-servicebas's,
theeffect of any oneplan’seffortsonaclinician’spracticeislimited. A planinwhich providersare
primarily dedicated to the plan’s own patient base can work more closely with practitionersto adopt
new evidence-based practices and expect greater coordination across settings.

Therefore, the application of standardsrepresentsonly oneway to addressquality concerns. Broader
leadership isneeded to encourage the devel opment of theinfrastructure, includinginformation systems
to measure performance and distributeinformation on needed improvements, and to support individual
caregivers andingtitutions efforts(10M 2001, IOM 2000).

How are quality improvement standards currently applied?

Quiality improvement standards have evolved out of quality assurance standards. (Bhatiaet a. 2000)
Because quality improvement standardsarerelatively new, the manner inwhich they are applied often
raisesconcerns. Knowledgeislimited on the best strategiesfor improving quality and on whether the
benefitsof quality improvement outweigh thecosts. Thus, somesuggest quality improvement standards
need to be applied cautioudy. Inaddition, applying quaity improvement standardsrai sesconcerns
about the appropriate use of the generated data. Somewould liketo usetheinformation to hold entities
accountablefor their performance. Otherssuggest that use of theinformation should belimited to
internal improvement by the organi zation generating thedata.

Evolution of quality standards

Historicaly, accreditorsand regulatorsrelied on quality assurance activitiesto guaranteeaminima level
of care. However, asbetter toolsfor measuring and improving the quality of care have emerged,
accreditors have begun to expect health care organizations not only to ensureaminimum level of
quality, but alsoto work to improvequality. Quality improvement standards build on but do not replace
quality assurance standards. The BBA provisionsrequiring M+C organizationsto demonstrate
improvementsin quality providean exampleof thisshiftin philosophy.

Typicaly, quaity improvement standardsrequire an organi zation to (1) measureitsperformance, (2)
work to improve care, and (3) demonstratetheresultsof itseffortsto athird party. While both quality
assurance and quality improvement standards require the entity to establish specific structuresand
processes, the goalsof the structuresand processesare different. Quality assurance standardsare
designedtoensureaminimal level of quality and toidentify and potentialy punishindividualswithinthe
systemwho may be providing sub-standard care. Incontrast, quality improvement standardsare
designed to ensurethat the entitieshave an effective processfor continually measuring and improving
thecareddivered by al providers.
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Structura quality improvement standardsincludeinfrastructure and organi zational requirements, suchas
an adequate data system and the appropriate qualificationsof quaity improvement personnel. Process
quaity improvement standardsinclude requirements such asthe organi zation must seek input from
particular stakeholdersin deciding what to measure, and that the organization must take actionif a
quality problemisidentified.

Requiring organi zationsto demonstrate the results of their efforts on specified performance measuresis
oneof the primary distinctions between quality improvement and quality assurance standards. Oversight
agenciesor purchaserswho apply quality improvement standardsusually require organizationsto report
their performance on specific clinical or serviceddivery areas. Some agenciesor purchasersrequire
organizationsto show actua improvement on measures, while otherssmply requirethat organizations
measure and report on their performance whether improvement has occurred or not. In contrast,
compliancewith quality assurancerequirementsusually requiresprovidersor plansto demonstrate that
processes and structuresarein placeto assure quality, not to show they have met specific performance
MeasUres.

Issues in quality improvement standards

Devel oping and applying quality improvement standardsraises several issues. Although knowledgeand
experiencewith quality improvement processesisincreasing, much still isunknown, except that
improving quality iscomplex. Thefinancia impact isalso unclear. Resourcesare needed to measure
and work toimprove quality, but whether any savingsresultsdependson theclinical areastargeted. It
isasodifficult to quantify and judge whether theimprovement in care quality isworth the cost of the
intervention.

Regardlessof thelack of knowledge on how toimprove quality and thefinancia impact of doing so,
regulators, accreditors, and purchasersare moving forward with effortsto require providersand plans
to measure and report on carein specific clinica areas. How these measuresare chosen and their
purposesare central issuesin determining how to apply quaity improvement standards.

Limited knowledge

Improving quality isacomplicated endeavor that continuesto evolve. A growing body of evidence
demonstratesthat certain care processes are associated with better outcomesin certain clinical areas,
and well-tested measures exist in many of them. However, measuresdo not exist in many important
clinical areasand are continually being defined, tested, and validated in others.

For example, in heart care, several clinical processesarewel| established toimprovethe outcomes of
carefor patients, and measures upon which information can be collected in comparative fashion across
settings have been defined and arein use. However, inthe areaof mental health care, whilesome
measuresof good care practicesexist, their relationship with the outcomes of carearelesswell-
accepted and itisdifficult to usethe same measures acrossthe different types of settingsinwhich those
withmentd illnessaretreated.

Developing and using quality improvement standards MEdpAC



Our capacity to compareentities ability toimprovequality isalso not well advanced. Risk adjustment
mechanismsto account for differencesin patient popul ationsare not well devel oped and will be
necessary before applying many types of measuresto providersand plans. Moreover, becausefactors
beyond the control of plansor providersoften affect patient outcomes, itisdifficult toassign
accountability. For example, measuresthat are affected by the extent to which patientscomply with
providers treatment plansmay unfairly portray or penaize providersor plansor prompt adverse
selection.

Theuncertainty over appropriate measures causes concernsthat limited resourceswill befocused on
clinical areasinwhich measuresarethe most devel oped and validated and in which providersor plans
havemorecontrol. Thus, clinical areaslacking defined measuresor effectiveimprovement mechanisms
may receivefewer resources, which may further jeopardize quality improvement intheserealms
(Starfield 1998).

Cost

Although some evidence suggeststhat focused quality improvement projectsresult in savings, more
satisfied patientsand safer care, littleisknown about the costs of the comprehensive, system, or
ingtitution-wideimprovementsthat would havethe greatest impact on clinical care (Coye2001).

Carehasimproved in areasfor which the National Committeefor Quality Assurance (NCQA) has
collected datafrom plans.* Preliminary resultsfrom Medicare' s QIO program al so revea improvement
innearly al thetargeted clinical areas (Cuerdon 2001). Whether careisimproving asfast aspossible or
whether thetargeted areasarethe most critical isunknown.

Quality expertsclassify clinical qudity problemsinthreecategories: overuse, underuse, and misuse®
(10M 2001, IOM 2000, The President’s Advisory Commission on Consumer Protection and Quality in
theHealth CareIndustry 1998). Processesthat reduce or eliminate overuse of medical servicesshould
resultinsavings. Incontrast, if the problem isoneof underuse, correction would lead to provision of
more medical services, and may result in higher costs, at least initially. Depending on the nature of the
problemand theclinical cause or outcome, reduction of misuse of servicescouldincreaseor decrease
costs.

In the NCQA report, which included data from 372 health plans covering more than 63 million people, gains were seen in all key areas of care
and service. For example, the average rate of patients receiving a blood level screening for cholesterol after a cardiovascular event rose from 69
percent in 1999 to 74 percent in 2000 (NCQA 2001b).

5 Overuse of services occurs when a health service is provided that poses substantially greater risks than potential benefits to the patients. The
number of hysterectomies performed is one example of overuse. Underuse occurs when there is evidence that a patient did not receive a service
or procedure whose benefits exceeded the risks. Lack of beta-blocker therapy in patients who have had heart attacks is an underuse problem.
Misuse occurs when otherwise appropriate care is given to a patient in a manner that may lead to avoidable complications. Many medical errors
are in the misuse category.
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A key factor in determining thefinancia impact of quality improvementsiswhether the costsof initial
effortsare offset by savingslater on. Thevast mgority of the measuresinthe QIO program target
underuse of services, therefore, at least in the short term, provision of those servicesarelikely to
increasecosts. However, because providing servicesto apatient initially in one episode may resultin
preventing or reducing the need for futuretreatment, addressing levelsof underuse may reduce costsin
thelongterm. For example, management of chronic conditionsmay requiremore physician officevisits
and tests, but prevent expensive hospitalizationslater on. Many of the NCQA measuresalso target
underuse of services(primarily preventive care) and NCQA estimatesthat theseimprovements could
yieldanannud “productivity dividend” of $1.4 billion for employers. Thisnumber representsan estimate
of thenumber of sick days (amount of sick wages) avoided through better provision of careby hedth
plansreporting datato NCQA in seven clinica areas. Whilethese savingswould not be considered a
direct reductionin hedlth care costs, employersmay factor them into decisionsregarding employee
benefit packages.

Inadditionto alack of knowledgeregarding the cost of improving quality, plansand providersoften cite
thelack of purchaser and consumer interest in and willingnessto pay for quality improvement asreasons
why they arereluctant to undertake extensive quality improvement efforts. Investing theresources
necessary to achieve comprehensive quality improvement may not trandateinitialy into higher pricesor
increased volumefor providers(Coye2001). Another key issueiswho receivesany savings. Because
patients switch providers, plans, and employers, and see numerouscliniciansin the processof care,
savingsmay not accrueto the party who madetheinitia investment.

Challenges in demonstrating results

When applying quality improvement standards, regulators, accreditors, and purchasersevauatethe
structures and processes organi zations establish to measure and improve care. However, they oftenrely
more heavily on requirementsthat an organization demonstratetheresults of itsefforts. Becauseof this
emphasisand thefact that dataare sometimesused by regulatorsor consumersfor comparisons
between organizations, standards requiring entitiesto demonstrate the results of their effortsarethe most
controversia typeof qudity improvement standard.

In considering how to require organizationsto report on performance measures, questions emerge about
who should select clinical topicsand measures and the appropriate use of datato compare entities.
When quality improvementisaninterna strategy, entities can chooseclinical topicsand performance
measuresthat arerelevant to their patientsand the servicesthey offer. The measuresdo not haveto be
aspreciseor samplesizesaslarge aswould be necessary if the datawere used to comparethe
organization’sperformanceto other entities. Inaddition, theinternal measuresare often chosen for the
sole purpose of giving theentity information uponwhichto act. Datauseful for comparison by the
public or regulatorsmay not be as useful to theprovider or plan for interna improvement.

Whenagod of quality improvement standardsiscomparison of likeentitiesto aid decisionsby
purchasersor regulators, thetopicsare often chosen by the purchaser or oversight entity. Small sample
sizesand incomplete or inaccurate data coll ection can render comparisonsunreliableand mideading,
however. Thisisparticularly problematicfor provider measurement. Itisdifficult tofindclinica areasin
which the patient popul ation islarge enough and the measures accurate enough for the statistics of
individua ingtitutionsor cliniciansto be meaningful for comparison.

Developing and using quality improvement standards MEdpAC



Once measures are specified and meaningful datacollected, concernsariseabout whether itis
appropriateto hold plansor providersaccountablefor demonstratingimprovement. Many plansand
providersarguethat they should not be held accountablefor resultswhen so many of thetoolsfor
measuring and improving quality are new and their ability toinfluencethefactorsthat lead to
improvementsin careisuncertain.

Acknowledging that problemswith statistica validity persist, performance measuresindicating how well
organizationsare doing toimprove quality are being applied at both the health plan and provider level.
CM Salready appliesmeasuresto dialysisfacilitiesand nursing homesand isworking to devel op them
for homehealth agencies. The Joint Commission on Accreditation of Heal thcare Organizations
(JCAHO) isdevel oping measuresfor hospitalsand working with CM Sand asapart of an effort by
National Quality Forum (NQF)—apulblic-private membership organization—to identify acore set of
measuresfor hospitals.®

Effortsare also ongoing to develop aset of quality measuresfor physicians. Two projectsrecently
sponsored by the Commonweal th Fund may lay the groundwork for developing measuresof physician
quality. First, the NCQA received agrant to examine patient preferences and information requirements
when choosing aphysician. A second grant was awarded to the Massachusetts Heal th Quality
Partners, Inc. to conduct ademonstration project to develop asurvey instrument that will evaluate
patients experiencewith carereceived from primary care physicians(Commonweal th Fund 2001). The
American Board of Internal M edicineisdevel oping adisease-specific assessment instrument to eval uate
physicians performancewhich could be usedinthere-certification process (Leas2002). Findly, the
American Medica Association Physician Consortium for Performance lmprovement al so has devel oped
physician-specific measuresinthreeclinical areas: adult diabetes, chronic stable coronary artery disease,
and prenatal testing (AMA 2002).

Becausethey havethe greatest capacity to measure and improve care and havefewer problemswith
satistical vaidity, tightly integrated plans, such asclosed-panel HM Osare best ableto measureand
report on performance measures. Accreditorsand regulatorshavefoundit difficult to apply quality
improvement standardsto |essintegrated planswith broad provider networks becausethese planshave
moredifficulty collecting data, particularly if it involvesmedical record abstraction, and lessability to
influenceclinicianbehavior.

Themost frequent measures of performance used by accreditorsare thosethat measuretheclinica
processesof care. However, measuresof patient experience and satisfaction with careareincreasingly
important, asare measuresthat seek to quantify the overall health and functional statusof enrolleesor
patients.”

¢ Patient satisfaction or experience with care is considered another outcome of care. Some suggest that data on satisfaction may be misleading
because patients’ perceptions of their experiences may not be true indicators of the appropriateness of care. However, a recent study did find
evidence of a positive correlation between some Health Plan Employer Data Information Set (HEDIS) measures of clinical effectiveness and
perception of care measures from the consumer assessment of health plan survey (CAHPS) (Schneider et al. 2001). In addition, some quality
experts contend that a well-informed and cared for patient or family member often leads to a better physical outcome.

7 NQF was established by a broad spectrum of stakeholders including health plans and providers, employers, federal purchasers, and beneficiary
groups to implement one of the recommendations of President Clinton’s Advisory Commission on Consumer Protection and Quality in the Health
Care Industry. The Commission called for a national strategy to address quality concerns, including the development of standardized measures
to ensure that providers and plans were working to improve quality and to provide useful information to consumers. Counting as members all
types of facilities, clinicians, health plans, purchasers (including the federal, state, and private sectors), and quality experts, and supported by
several large foundations and the Department of Health and Human Services, the NQF is probably the most comprehensive effort to standardize
quality measures.
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Who currently applies quality improvement standards?

Many stakeholders, including private accreditors, private purchasers, and state and federal
governments, play important rolesin devel oping and applying quality improvement standards.

Private accreditors

Private accreditorsdevel op and apply standardsto al typesof health plansand providers. Although
quality improvement standards have historically focused on establishing structures and processesto
measure and improve care, accreditors have becomeincreasingly interested in pursuing outcome-based
standards. Private accreditation standardstend to be morerigorousthan regul ator standards.
However, because many ingtitutional providersmeet those higher standards and usetheir accreditation
statusto be“deemed” certified for participationin Medicare, thedistinction between privateand public
standardsissomewhat artificial. Inthisrelationship, Medicare® deems’ that specifictypesof providers
have met M edi care participation requirements because they have met the standards of variousprivate
sector accreditation organi zations.

For individua providers, accreditors standardsare usualy more comprehensivethanareMedicare
conditionsof participation (COPSs) or stateregulation. However, regulation of M+C plansisconsidered
by many to be asrigorousasthe most well-devel oped private accreditation standards.® Thethree
major private accreditors (seebox, p.11) differ in the specific typesand components of plansand
providersthat they accredit. All threeapply sometype of quality improvement standardsto HM Osand
preferred provider organizations (PPOs). However, they differ intheareasinwhich they expect the
organization toimproveand whether theresultsof theimprovement effortsmust bereported tothe
accreditor or made public.

Private purchasers

Historicaly, private purchasershavetried to basetheir performance expectationson widely recognized
indicatorsof quality such asaccreditation by anational body. However, severa leading employersare
becoming more activein devel oping specific performance expectations. The Health Plan Employer
Dataand Information Set (HEDIS), jointly devel oped by plansand employers, isan attempt to
standardize quality expectationsand employer requestsfor information from plans. Purchasersasoare
working through the NQF to eval uate exi sting measures of hospital performance and identify acore set
which could be used for quality improvement and public reporting.

Purchasersaredivided in how or whether they differentiate between PPOsand HM Os. Thosewho
develop their own expectations either require both typesof plansto meet the samerequirementsor
allow PPOsto measure and improve quality indifferent topic areas. For example, they might allow a
PPO to emphasize serviceinstead of clinical quality.

8  The BBA did authorize the use of deeming for M+C for six areas including quality improvement requirements.
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Private accreditor quality improvement standards

Commission onthe Accreditation of Healthcare Organizations (JCAHO), theNationa

Committeefor Quality Assurance (NCQA), and the Utilization Review Accreditation
Commission (URAC)/the American Accreditation of Healthcare Commission. Thethree
accreditation programsdiffer inthe specific typesand components of plansand providers
examined (JCAHO 2001, NCQA 2001a, URAC 2001). Whileall three mgjor private accreditors
have qudity improvement requirementsfor health maintenance organizations (HMOs) and
preferred provider organizations (PPOs), their standards differ inthefocus of improvement topics
andintherequirementsfor reporting of results.

T hethreemajor private accreditors of healthcare organizations and providersarethe Joint

The Joint Commission on the Accr editation of Healthcar e Or ganizations. JCAHO
accreditsawidevariety of facilitiesand hedth plans. Traditionally, JCAHO'squality improvement
standards emphasized structure and process. However, the commission hasbeen attempting to
integrate specific performance measuresinto its standards since the early 1990s.

In1997, JCAHO began to useasystem called ORY X to integrate the use of outcome and
performance measuresinto the accreditation process. During the current phase of ORY X,
JCAHO requires hospitalsand long-term care, behaviora health care, and home-care
organizationsto choose six performance measures upon which to collect and submit data.
JCAHO anayzesthe dataand usestheresultsto focus surveyor efforts. Managed care
organizations, integrated delivery systems, PPOs, and managed behaviora health plansmust
collect and useaminimum of 30 measuresinternally but are not required to submit datato
JCAHOfor andysis. Inthefuture, JCAHO anticipatesrequiring organizationsto focustheir
measurement reporting on acore set of measures.

TheNational Committeefor Quality Assurance. NCQA, best known for itsaccreditation of
HM Os, a so administersaccreditation programsfor PPOs and managed behaviora health care
organizations, aswell ascertification programsfor credentid verification organizations, physicians
organizations, and utili zation management contractors. NCQA producesahealth plan report card
withinformation about the quality of health plans (including HM Os, PPOs, and point-of-service
(POY)) based on their performanceinfivekey areasand overall accreditation.

NCQA requiresHM Os and PPOsto collect and analyze datato measure their performance,
identify opportunitiesfor improvement, develop and implement strategiesfor improvement,
measurethe effectiveness of theinterventions, and demonstrate theresults of their efforts. HMOs,
but not PPOs, arerequired to select some quality improvement projectsthat haveaclinical focus.
PPOscanlimit their effortsto accessand serviceissues. Inaddition, HMOs, but not PPOs, are
required to collect and report on the measuresfrom the Health Plan and Employer Dataand
Information Set. Both HMOsand PPOsmust participatein the Consumer Assessment of Health
Plans Survey to measureenrollees experiencewiththeir care and with plan administration.

(continued next page)
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Private accreditor quality improvement standards (continued)

(continued from previouspage)

TheUtilization Review Accr editation Commission/the American Accr editation of
Healthcare Commission. The URAC administersawide variety of managed care accreditation
programs, including hedlth plan, health network, credential verification organization, case
management, and health utilization management. 1t hasdeveloped a“ modular approach” that
enablesindividua managed care organizations (M COs) to seek accreditation under severa
different setsof standardsthat addressdifferent aspects of operations. Thisapproachto
accreditation permits M COsto select only those categories of standardsrelevant to therange of
servicesand productsthey offer.

URAC sstandards arelessdirective than those of other accreditorsand do not requirereporting
on specific measures. However, HM Osand PPOs are expected to establish quality management
programstoimproveclinica and non-clinical servicesand toidentify prioritiesby reviewing data
and past performance. Based on theresults, HM Os must choose three performanceimprovement
projects (two of which must be clinically focused) and PPOs must choose two (one of which must
beclinically focused). Both typesof organizationsmust establish strategiestoimprove
performanceand must periodically measureimprovements.

Other accreditors. Inadditiontothemaor private accreditors, other organizationsalso have
accreditation programs. For example, the American Osteopathic A ssociation hasahealthcare
facilitiesaccreditation program (HFAP) that accreditshospitals, clinical |aboratories, ambulatory
careand surgical centers, physical rehabilitationfacilities, behaviora hedthfacilities, and critical
accesshospitals. HFAP has had deeming authority for hospitalssince 1966 and a so hasdeeming
authority for clinical laboratoriesand critical accesshospitals. It requireshospitalsto have both
quality assessment and improvement plans, but does not require hospital sto report on specific
measures (Reuther 2002).

To ensure coordination between CM S and HFA P standards, the HFA P requirementsincorporate
the Medicare COPsfor eachtypeof category of facility. To ensure coordination of enforcement
efforts, HFA P and the state surveyors shareinformation on Medicare deficiencies.

Two other accrediting organi zations arethe A ccreditation Association for Ambulatory Health
Care, Inc. (AAAHC) and CAREF...the Rehabilitation Accreditation Commission. TheAAAHC
accreditsambul atory surgery centersand has been granted deeming authority with Medicare.
Because CARF accreditsonly rehabilitation programs, asopposed to facilities, it hasbeen unable
to achieve deemed statusfor Medicarerehabilitation facilities. l
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Severa leading purchaser coalitionsand private companies have begun to ook beyond plan-level
measures and are moving toward provider-based measures. For example, the Leapfrog Group, a
coalition of large purchasers, created aprogramin which purchasers commit to working through health
planswith which they contract to improve hospital performance on three processes. computerized
physician order entry systems, evidence-based hospital referras, and staffing qualificationsinintensive
careunits(TheLeapfrog Group 2002). Inanother example, the BusnessHealth Care Action Groupin
Minneapolisestablishes specific quality expectations onwhich provider groupsmust report and
providesthisinformation to employeesfor helpin choos ng among providers.

State governments

Statesare charged with licensing providersand insurers. Statesalso contract with Medicareto enforce
conditionsof participation (COPs) for providers such as nursing homes, home health agencies, and non-
accredited hospitals. In addition, most states collect dataon service use, consumer satisfaction, and
disenrollment for theMedicaid program.

HMOsareusualy subject to thefinancia aspectsof insurance regulation rel ated to solvency and to
quality and accessrequirements. Although most states havelegidation that regulatesHM Os, few have
enacted paraléd licensng statutesexplicitly for PPOs. Anincreasing number of statesareestablishing
somequality standardsfor PPOs, but they primarily addressissuessuch asaccessibility and availability
of providers. However, plansthat offer PPOsmust meet financial and structura insurance requirements.
Many statesrely onthefederal HMO Act asamodel for their HM O requirements. It requires

organi zationsto establish aprocessfor measuring quality and for taking action to addressthe problems
identified, but does not hold HM Os accountablefor working to continually improve care. Therecently
adopted National Association of Insurance CommissionersHeal th Plan Accountability Model Act did
include some quality improvement standards, but exempted lessintegrated plans such as PPOsfrom
them.

Federal government

Thefederal government isamajor regulator, purchaser, and researcher of hedth care. Itinfluences
quality through Medicareand Medicaid, the Department of Defense, the Veterans Administration, the
Federa EmployeesHealth Benefits Program, and numerous other federal programs. Inaddition,
severd federa agenciesincluding the Agency for Hedlthcare Research and Quality (AHRQ), CM S, and
the Health Resourcesand Services Admini stration are engaged in research on quality improvement.
Thisuniquerolepositionsthefederal government asaleader inall aspectsof health care, including
quality of care.

Asthelargest single hedlth care purchaser, M edicare can effectively influenceif not set thequdity
improvement agenda. Aswith coverage policy, private purchasersoftenfollow Medicare'slead with
respect to quality requirements. Health care expertsinterviewed by MedPAC believethat the Medicare
program needsto usethisleadership position to further stimulate quality improvement efforts. Because
of itspurchasing clout, ultimately thefederal government may bethemost effectivedriver inquality
improvement.
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To understand the context in which quaity improvement standards are applied, this section discussesthe
Medicare program’ srequirements. We discussthe M+C and FFS programs separately.

Medicare+Choice program

Traditionally, regulators have established minimum quality assurance stlandardsand relied ontheprivate
sector to drivemore active effortstoimprove quality. Private accreditorshaveincluded quality
improvement intheir standardsfor severa years, but until the BBA, thefederal government had never
regul ated organi zations based on their capacity toimprovethe quality of care. By requiringM+C
organizationstoimprovequality, the BBA raised the regulatory expectationsfor managed caretoward
thelevel of private accreditation standards.

Therequirementsput forthinthe BBA havetwo parts. (For amore detail ed description of theM+C
requirements, see box, p. 16) First, M+C organizations are required to establish and use aprocessfor
improving quaity: the Quality Assessment and Performance lmprovement (QAPI) program. Second,
they must demonstratetheresultsof their efforts on three setsof measures:

e twoquality improvement projectsannually asoutlined inthe QAPI requirements,

» theMedicareversion of theHEDIS, and

*  theConsumer Assessment of Health Plan Survey (CAHPS).

QAP isoneof four domainsin the Quality Improvement System for Managed Care (QISMC), which
outlinesavariety of consumer protectionsfor beneficiariesin M+C organizations. Inearly versionsof
QAPI, M+C organizationswould have had to reduce the number of beneficiarieswho did not receive
theappropriateclinical and non-clinical careby aminimum of 10 percent in numerousareas. However,
inresponseto industry and Congressiona concern, CM Shas provided greater flexibility inthe
requirementsfor the sel ection of topicsand reduced the number of annual projectstotwo.® Inaddition,
CM Sreplaced the absol utetarget of 10 percent improvement with arequirement for M+C
organizationsto demonstrate” significant” improvement in QAPI projects. Because of the
Congressional exemption from requirementsto demonstrateimprovement, CM Sdoesnot require non-
HMOsto perform the QAPI projects.

Although the M+C program hasbeen in placefor severd years, itisonly recently possibleto evaluate
theresultsof the QAPI requirements. AnM+C organization must initiatetwo projectsannually, but
projectsare conducted on athree-year cycle. CM Srecently devel oped the evaluation tool for the
QAPI domain, and M +C organi zations are expected to begin to report on their processes and projects
inJanuary 2002.

In addition to the QAPI program requirementsand projects, al M+C organizationsmust report datain
two separate formatswhich measure different aspectsof plan performance: HEDIS and CAHPS.
M+C organizations need not show improvement on these measures, although toimprovetheir scores
plans often use performance resultsfrom these measures asthe basisfor quality improvement projects.

?  The Medicare Managed Care Manual was recently revised to allow any performance improvement project approved by a private accreditation
organization that includes Medicare beneficiaries in the sample and whose topic is relevant to the Medicare population to be accepted as a QAPI
project.
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CMSusestheHEDISdatain variousways. Summary information on plan-level performanceismade
availabletothepublic. Raw scoresfor all plansareavailableto all M+C plansfor comparison and
internal improvement effortsand are also used by CM S surveyorsto monitor plan performanceand
target improvement efforts. For example, CM Sisusing HEDI S scoreson mammography from either
2000 or 2001 to establish aperformancethreshold and will permit plansthat meet thisthresholdin
either year to be exempt from the 2002 nationa project on mammography. Plansscoring at least 80
percent on the measurewill be exempt from the national project for 2002.

TheBBA provisionsthat requirereporting on CAHPS and HEDI S apply to both HM Os and non-
HMOs. Because CM Spaysfor and arrangesthe administration of the CAHPS survey, itisnot
considered to beaburdenfor any type of M+C plan. However, CM Siscurrently analyzing the extent
to which non-HM Os are capable of reporting the HEDI S data.

Medicare fee-for-service program

In Medicare' sFFSprogram, CM Shastraditionally relied on quality assurance standardsto assurea
minimum level of quaity and onthe private market to drive any improvement. Morerecently, asit has
doneinthe M+C program, the CM Shas shifted itsquality effortsfor FFSMedicarefrom assuringa
minimal level of quality to continualy striving for higher quality. IncontrasttotheM+C program’s
detailed legidative and regulatory requirements, CM Srelieslessheavily on regul atory requirementsto
simulatequality improvement in FFSMedicare.’?

Quadlity improvement effortsin thefee-for-service program operate at twolevels: theprogramlevel and
theindividua provider level. Attheprogramlevel, CMS (asthe plan administrator for the Medicare
program) collectsdataonits providers and anal yzes practice patternsto determine how well careis
ddiveredtoitsbeneficiaries. It then usesany influenceit may haveto affect themanner inwhich careis
ddlivered. Attheprovider level, CM Susesitsregulatory authority to ensurethat institutionsand
cliniciansprovidehigh-quality servicesto Medicarebeneficiaries.

CM Shastwo main toolsfor measuring and improving care: the QIO program, which collectsand
analyzesdataonindividual provider performance and actsto assst providersinimproving care, andthe
conditionsof participation (COPs), which areregulatory requirementsfor participation intheprogram
appliedtoinditutiona providers. Similar to health plansinthe M+C program, CM Smust determine
how best to balance the use of thesetools. It can createa®highbar” for participating inits“ network,”
thusensuring only high-quality providersare availableto Medicare beneficiaries, or it can contract with
abroad network of providersand seek toinfluencetheir behavior through voluntary efforts.

Because of the need to hel p ensure broad accessto servicesfor beneficiariesand theimportance of the
Medicare program to provider viability, CM S hasemphasi zed thel atter: abroad network and voluntary
efforts. However, the agency iscurrently moving toward placing morerigorousregul atory requirements
on providerstoimprovequality.

10 CMS has tried, through revisions to the COPs, to apply requirements for providers to establish quality improvement programs and to begin to
require several types of providers to report to surveyors on several quality indicators. However, these regulatory requirements are not tied to
specific legislation, are not as prescriptive, and in the case of the COPs, have not been issued in final form.
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Quality requirements in the Medicare+Choice program

Centersfor Medicareand Medicaid Services (CMS) usespart of the Quality Improvement

System for Managed Care (QI SM C) and two measurement reporting formats, the Health
Plan and Employer Dataand Information Set (HEDIS) and the Consumer Assessment of Health
Plan Survey (CAHPS).

T oimplement thequality requirementsunder the Balanced Budget Act of 1997 (BBA), the

Quality Improvement System for Managed Care. The QISMC grew out of the Quality
Assurance Reform Initiativewhich wasoriginaly devel oped to guide effortsby state Medicaid
agenciesto overseethequality of careof their managed care contractors. It later evolvedintoa
tool for creating common expectations across Medicaid and Medicare. The QISMC contains
four domains. Domain 1isused toimplement the quality improvement requirementsinthe BBA.
Domains 2—4 implement other consumer protection provisonsinthe BBA.

*  Domain1: Quality Assessment and Performance | mprovement Program. Thisdomain
requires M edicare+Choice (M+C) organizationsto establish and use aprocessfor improving
quality, and to demonstrate that the processwas successful through documented
improvementson specific projects.

*  Domain2: Enrolleerights. Thisdomainincludes standardsin thefollowing areas. enrollee
rightstoinformation, choos ng and changing primary caregivers, grievanceand complaint
processes, and accessto and the privacy of enrolleemedical information.

e Domain 3: Health services management. Thisdomainincludes standardsfor accessto
care, including: thesizeand location of provider networks, ability to obtain after-hoursand
emergency services, and the manner in which utili zation management should be conducted.

*  Domain4: Delegation. Thisdomainincludesstandardsfor how M+C organizationsthat
contract out functions, such ascarve-outsfor mental health or prescription drug management
should hold their contractors accountablefor the M +C requirements.

(continued on next page)

Quality improvement in thefee-for-service program. CM Shasestablished aninfrastructureto
measure and improve carefor FFS beneficiariesthat issimilar to itsrequirement that M+C plans
establish quaity assessment and performanceimprovement programs. Theagency a so reportspublicly
ontheresultsof itseffortstoimprove care on certain measures, Ssmilar to the M +C reguirements.

Theinfrastructure CM S usesto measure and improve careincludes data coll ection systems, clinical and
statistical expertise, and mechanismsfor providing feedback to providers. Theprimary tool isthe QIO
program, anationwide network of organizationsmadeup of cliniciansand statisticians. Every QIO
contractswith the Medicare program, but many aso work with other federal, state, and private sector
organizations. Every threeyears, CM Sredesignsthe scope of the QIO contract and continuesto urge
QIOsto help providersimprove care rather than take punitive action against individual providers. CMS
also usesthe QIO program experience and datafromlocal quality improvement effortsto help define
priority clinical areasfor the Medicare population.

Developing and using quality improvement standards MEdpAC



Quality requirements in the Medicare+Choice program (continued)

(continued from previouspage)

TheQuality Assessment and Perfor mance |l mpr ovement requirements. Domain 1 of
QISMC requiresM+C organi zationsto establish aquality assessment and performance
improvement program that achieves* ...s gnificant improvementssustained over timeinenrollee
health, functional statusand satisfaction acrossabroad spectrum of careand services.” 1t defines
thestructure of the program; for example, asenior official must beresponsiblefor its
administration, and employeesor affiliated providersand enrolleesmust actively participateinthe
program. It aso requiresthe M+C organi zation to maintain aheal th information systemto collect
and anayzethe datanecessary toimplement its Quaity Assessment and Performance
Improvement (QAPI) program.

Themaority of the QAPI requirements define the processthe M +C organization must useto
measure quality, including criteriafor how to choose topi csand measureimprovement on two
projectsevery year. The QAP standardsrequirethe M+C organization to achieve“ significant,
sustained improvement” on those projects. Typically each project hasathree-year cycleandis
continued for afourth year to measuretherequired “ sustained” improvement. TheM+C
organizationisallowed to choose onetopic; the other ischosen by CMS. Other criteriafor
complianceinclude:

*  projectsmust represent both clinical and non-clinical focusareasdefined by CMS. Focus
areasincludemeasuresinclinical areassuch ascare of acute or chronic conditions, high-
volumeor high-risk services, continuity and coordination of care, and preventive services,
andin non-clinica areassuch asaccess, and the number and types of grievancesand
complants,

e projectsmust besgnificant to the Medicare population;

*  themeasuresused must be shownto bevalid andreliable;

*  projectimprovement must be* reasonably attributabletointerventionsundertaken by the
organization;”

*  someproject measuresmust include health or functional statusindicators; and

*  someproject measuresmust includeindicatorsthat allow for comparisonswithlocal, state, or
national benchmarks.

(continued on next page)

The QIO program measures care, workswith providersto improve, and reportson theresultsof its
effortsinsix clinical areas. Thecurrent clinical topicsareacutemyocardia infarction, congestive heart
failure, pneumonia, strokeand atria fibrillation, diabetes, and breast cancer.

Thedataused to measurethe quality of careinthese areasare collected through acombination of
clamsanalysisand medical record abstraction. CM Sanalyzesclaimsand fundsthe QI Osto perform
thetediousand expensivetask of abstracting clinical datafrom medical records. Performanceon
measuresinadl six clinica areasisthen caculated at the statelevel and madepublic. Becauseindividud
providersare not required to participatein improvement projects and the QlOsare not required to
work with every provider, theinformationisnot publicly availablefor individuad institutionsor clinicians.
However, the QI Os useingtitution-specific datato convince providers of the need for improvement.
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Quality requirements in the Medicare+Choice program (continued)

(continued from previouspage)

TheHealth Plan and Employer Dataand I nfor mation Set. HEDIS dataare reported by
hedlth plansand are used to measure clinica care, accessand availability, and administrative
performance. Includedin HEDISisthe Medicare version of the Health Outcomes Survey (HOS),
whichisbased on beneficiaries’ reportsof whether their health or functiona statusisimproving.

HEDISprovidesinformationinsevera aress.

» effectivenessof care, such ascomprehensive diabetes care, control of high blood pressure,
beta-blocker use after heart attack, chol esterol management after acute cardiovascular
events, and others,

»  accesstooravalability of care, such asadults accessto preventive health servicesand the
avallability of trandation services,

*  hedthplan stability—yearsin business, total membership, and practitioner turnover; and

»  useof services—frequency of selected procedures, inpatient utilization of acute and non-
acute care, and certain aspects of menta health serviceutilization.

TheHOSIiscomposed of the Short Form 36 (SF-36) survey with afew additional case-mix
adjustment variables. The SF-36includesquestionsfor beneficiarieson hedth and functional
status. Theinformationiscollected onthe samebeneficiariesfor two successiveyears. A
beneficiary’ ssaf-reported hedlth statusis classified asimproved, declined, or asunchanged. The
percentage of each type of respondent by planisreleased publicly. Health plansarerequiredto
contract with acertified National Committee on Quality Assurance (NCQA) vendor to administer
thesurvey.

TheConsumer Assessment of Health Plans Survey. The CAHPS designed for health plans
isbased on beneficiaries’ reportsabout their experience with providersand with plan
administration andisdesigned to elicit consumers assessment of their health plans effectiveness
with respect to servicequality. It containsquestionsrelated to the ease of getting claimspaid,
making appointments, waiting times, getting questionsanswered, and information on plan policies.
CM Sadministers CAHPSto asampleof plan beneficiarieswho have been enrolled for at least six
monthsand a so to asample of beneficiarieswho disenroll from theplan. i

The FFS program uses performance ontheclinical prioritiesof the QIO program and the data collected
directly from beneficiarieson aFFSverson of CAHPS asitscorequality improvement performance
measures. Inaddition, CM S hascollected datafrom FFSbeneficiaries on severa HEDISmeasures.
CM Shopesto useinformation from CAHPS and HEDI Sto assi st beneficiariesin comparing the quality
of carein FFSMedicare and the M+C program. CMSasoisworkingwith AHRQ to developa
version of CAHPSfor nursing homes.
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Oneimportant distinction between theinfrastructure and reporting requirementsinthe M+C and FFS
programsisthelesser level of accountability for quality improvement inthelatter. Incontrasttothe
M+C program, the Congress has not created any requirement or expectation for CMStoimprovethe
quality of carein FFSMedicare. At present, CM Sdoesnot requireits FFS contractors—health care
ingtitutionsor clinicians—to improveor even participateinimprovement efforts® However, dthough
not required by Congress, CM Shas acted through regul ation to implement many of the samequaity
improvement effortsin FFSthat Congressrequires of M+C plans.

Quality improvement at theprovider level. CMShastried to useitsroleasaregulator to require
health careinstitutionsto measure and improve care. It proposed new COPsfor hospitalsand home
health agenciesto establish structuresand processes similar to some of the QAPI requirementsfor
measuring and improving quality. However, thenew COPshave not beenissuedinfina form.

Although designed to achieve the same goal asthe QAPI requirements, CM S-proposed COPsdiffer
fromthe QAPI requirementsin severa respects. Theserequirementscould becomemoresimilar tothe
QAPI requirementswhenissuedinfina form. The proposed rules:
o dlowingtitutionsmorediscretion to choose prioritiesuponwhichtoimprove;
» aremuchlessspecific about thecriteriafor choosing, measuring, and demonstrating

improvement and do not specify aminimum number of projects; and
*  donotrequirepublicreporting of individud ingtitutions quaity improvement efforts.

Although the quality improvement requirements proposed by CM Sare not yet final, many hedlth care
ingtitutions have already implemented the types of structuresand processesthat would berequired by
thenew COPs. They have done so to meet private accreditation standards, to work effectively with the
QIO program, or tofulfill internal goalsfor quality improvement.*?

Inaddition to thelack of accountability for quality improvement, themost significant difference between
quality improvement requirementsin the M+C and fee-for-service programsisthe extent towhich the
resultsof ingtitutions’ effortsarereported publicly. Whiledatareported on HEDIS measuresare
publicly availableonindividua hedth plansinthe M+C program, CM Sreleasesalimited amount of
information on specific providers. Theagency doesrequire nursing homesand home health agenciesto
report datagenerated by specific assessment instruments. Although nursinghomedataare not risk
adjusted, they are available on specific providersto the public. Home health dataare currently used
only for oversight purposes. CM Shasbegun public rel ease of dataon three specific quality measures
for dialysisfacilities. No dataare collected on specific hospital's, except to provide feedback to
individuad facilitiesat theloca level through the QIO program.

Health care institutions must respond to QIO data requests, but do not have to participate in improvement projects.

Deeming authority, whereby organizations can use their accreditation status as a proxy for compliance with Medicare requirements, is well
established in the Medicare fee-for-service program. In the BBA, Congress authorized CMS to create a deeming program for M+C plans.
Deeming authority may reduce the regulatory burden and costs of complying with Medicare’s requirements because many health plans already
seek private accreditation. Moreover, “deeming” also may promote the standardization or uniformity of quality measures.
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Animportant distinction between M+C organizationsand FFS providersisthat providersare
responsible only for affecting change on the portion of carethey deliver. For example, ahospital cannot
be held accountablefor follow-up care after discharge. If abeneficiary isdischarged toahomehealth
agency, the subsequent careisthe home health agency’ sresponsbility. Thisoften makesquality
improvement effortsdifficult, becauseabroad look at theindividua beneficiary’shealth requires
coordination acrosssettings. Quality problemsoften occur when patientsare moved to adifferent level
or setting of care.

Although clinicianshave moredirect ability toimprove carethan doingtitutional providersor plans,
CMSdoesnot currently require cliniciansto measure or improvethequality of careor to demonstrate
their performance on any specific measures. Unlike hedth plansand ingtitutional providers, cliniciansdo
not haveto meet federal requirementsto participateinthe Medicare program. They arelicensed at the
state level and must ssimply agreeto accept the M edicare payment ratesto be considered Medicare
participating clinicians. However, CM Sdoes have three tools—coverage policy, the COPsfor health
careingtitutions, and the QIO program—that can affect clinician behavior, and CM S could usethemin
new waysto stimulatequdity efforts.

CMSindirectly determineshow aservicewill be provided by defining the circumstancesunder whichit
will becovered. Inaddition, theagency sometimesuses COPsfor ingtitutionsto influenceclinician
behavior indirectly. For example, therequirement inthenew patients' rightssection of the hospital
COPsrequiresaphysicianto perform, within an hour, aface-to-face eval uation of any patient who has
beenrestrained. Inthisinstance, CM Srelieson hospitalsto influence physicians behavior. Clinician
participationisabsolutely critica for improvement to occur ontheclinica prioritiesof the QIO program,
and many cliniciansared ready working in cooperationwith health careingtitutionsor directly with
QIOsto foster theseimprovements.

What are the major trends in quality improvement standards?

Our evaluation of privateand public sector effortstoimprove quality revealed four mgjor trendsthat we
took into cong deration when devel oping strategiesfor how Medicare should apply quality improvement
standardsinthefuture.

Coordination of quality requirements

Plansand providerstypically striveto comply with multiple setsof quality standardsand performance
measures applied by different oversight bodiesthat often aresimilar but notidentical. Thiscreatesextra
work and expensewithout any significant gainin quality of care. Private accreditors, purchasers,
regulators, and other stakehol dershave recogni zed theseinefficienciesand areworking to coordinate
qudity improvement requirementsto reduce or minimizethe burden of multipleredundant requirements.
Deeming authority authorized by Medicareisoneway to minimizeduplication and costsof quality
activities. Another way to coordinate quality requirementsisto standardize the specific measuresupon
which dataare collected.
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CMSisworking with private accreditorsto create adeeming relationship for M+C plansand to
standardize measures. It recently announced that NCQA will have deeming authority for M+C
requirementsand that itistill evaluating the JCAHO and the AAAHC standards. A recognition of the
need to build on private sector accreditation effortswas also the reason CM Srelied on NCQA-
developed HEDIS measuresfor M+C. Private purchasersand state regulators increasingly rely on
accreditation standards. Findly, the National Quality Forum was established several yearsago, in part
becausedll themgor stakeholdersin health care recognized the need for coordination of quality
requirementsthrough standardizing measures.

Application of quality improvement standards
at the provider rather than plan level

Currently, most quality improvement standards are applied at the hedlth planlevel. However, some
plansand purchasersbdieve quaity improvement efforts might be more effectiveif accountability for
quality were pushed downstream to provider groupsand are devel oping strategiesto do so. Thistrend
isdriven by several factors. Theinsurance market ismoving toward moreloosely-structured, broader
networkswhich by design havelessability toinfluence providers. Whileproviders, for themost part,
have alwayshad amoredirect effect on carethan plans, thistrend heightensthe need to focus
improvement effortsoningtitutionsand clinicians. Focusing on the provider also may beamoreefficient
way to stimulate quality. Because providersoften contract with severa different plansand purchasers,
accountability and measurement at the provider level may lessen duplicative datacollection efforts.
Finally, somesuggest that the provider, asaunit of analys's, ismuch more salient to consumersthan the
hedth plan.

Increased demand for public reporting of quality improvement data

Purchaser, accreditor, and regul ator demandsareincreasing for public reporting of theresultsof quality
improvement efforts. The hopeisthat requiring providersor plansto report on oneor more
performance measuresto either an oversight agency or to the public will create astrongincentivefor
organi zationsto work to improve performance on specified measures. The process established to
improve carefor any singlemeasurewill asolikely be used to address other quality concerns.

Public reporting of quality improvement datarai sesseveral concerns, however. First, the dataproduced
must bevaidandrdiable. For example, performance measuresmay not provideardiableand
accurate pictureof aplan or provider’squality of careif thesamplesizeisrelatively small or thedata
arenot appropriately risk adjusted. Second, the accountable entity (for example, aPPO) may not
havetheleverageto influence provider behavior.
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Performance-based compensation

Purchasersand other expertsare exploring the possibility of using quality improvement datato
distinguish among organizationsand reward high performers. Effortsby private-sector purchasersto
dignfinancia incentiveswith quaity improvement goa sinclude using public reporting of quality datato
steer enrolleesto better plansor providers, varying cost-sharing amounts based on quality dataand
encouraging plansto contract only with the best performing providers. Citing the current lack of
financia incentivesfor improving qudlity, providersoften support such efforts. However, they also
express concern when policymakers suggest creating incentivesthat might result in someproviders
receiving lower payment than others. ll
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CHAPTER




RECOMMENDATI ONS

The Secretary should apply appropriate quaity improvement standardsto plansinthe
Medicare+Choice program and institutiona providersinthefee-for-service program,
recogni zing differing planand provider capabilities. He should reward plansand
providersfor high quality performanceand improvement.

* YES: 16 = NO: 0 = NOT VOTING: 0 = ABSENT: 1

The Secretary should reduce duplication between public and private oversight efforts
when applying qudity improvement standardsand measures.

YES: 16 = NO: 0 = NOT VOTING: O = ABSENT: 1

The Secretary should assist plansand providersto improvequality. Hea so should
encourage and fund research on appropriate measures and innovative mechanismsto
|mpr0vequd|ty YES: 16 * NO: 0 * NOTVOTING: 0 * ABSENT: 1

* COMMISSIONERS' VOTING RESULTS




Although many effortsare under way toimprove qudity, we havelittleinformation ontheir impact on
theoverall quality of careddlivered to beneficiaries. The National Committee on Quality Assurance
reportsthat care hasimproved onthe Health Plan Employer Datalnformation Set measuresuponwhich
health plansreport (NCQA 2001) and preliminary resultsfrom Medicare' squality improvement
organization program aso reveal improvement in nearly all thetargeted clinical areas(Cuerdon 2001).
Thisisanimprovement in theknowledge base over what existed afew yearsago, but smilar to most
analyseson theimpact of improvement efforts, only focuseson specific areasof care. Itisstill unclear
whether quaity measurestarget the most pressing quaity problemsor whether thelevelsof
improvement are appropriate.! Inaddition, although some observershave speculated that the
implementation of broad quality improvement effortsmay save money, devel oping theinfrastructureto
measure and improvein specific areasrequiresresources.

Compounding the uncertain resultsand cost implicationsof quality improvement effortsisthe complexity
involved in measuring performance, seeking toimprove care, and demonstrating results. When
choosing priorities, plansand providersmust consider numerousfactors: theavailability of accurate
measures, thedifficulty of collecting reliableand valid data, the prevalence and importance of the
problem compared with other quality issues, and the existence of interventionsknown toimprovecare
intheareameasured. Because of the complexity of measuring and improving quality, providersand
plansoften target resourcesto improvecarein clinical areasinwhichitiseasy to measure and collect
data, or where oversight agenciesrequirethemto collect data, at the expense of other moreintractable
quaity problems.

Evenif an organization’s performance can be measured, the most effectiveinterventiontoimprove
performance may not beclear. Therelationship between the processes measured and the outcomes of
carearemoredirect in someclinical areasthan others. For example, some process measuresfor
diabetesand heart conditionsarewell established ashaving animpact on patient outcomes. Process
measuresfor mental health and end-of-life carearelessestablished and it isoften difficult to measure
their relationship with patient outcomes. 1n addition, successful improvement usudly relieson severa
factors: patient compliance, communi cation and coordination between several clinicians, benefit and
coveragepolicy, and theavailability of servicesinaparticular region. Thus, the appropriate unit of
accountability and action may bedifficult to define.

Compounding the complexity of measuring and initiating action toimprove qudity aredatavalidity issues
that becomemoreimportant if the performance of individual organizationsisreported publicly. Sample
sizesmust belarge enough to draw accurate conclusions and risk-adjusted to account for population
differences. Inaddition, the datashould beindependently audited to ensure accuracy.

' CMS does examine the prevalence, cost, need for improvement and statistical ability to measure a specific process when determining its priorities
for the QIO program.
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Thedifficulty of thetask createsastrong imperativefor Medicareto exerciseleadership. No other

purchaser or oversight body hasthe capacity to affect al aspectsof the careddlivery systemin so many

ways. Asthenation’ssinglemost influential purchaser, Medicare buyscarefrom plans, institutional

providers, and cliniciansand can useits power asaregul ator and purchaser to ensurethat plansand

providerswork separately and together toimprove quality. It also can help addressthe many gapsin

knowledge and capacity. Medicare hasmultipletoolsto stimulate quality improvement efforts. It can:

»  actasaregulator and establish standards;

e actasapurchaser and reward high performance;

* actasanadvisor and help plansand providersmeasure and improve care; and

» actasaresearcher itsef, andin coordination with others such as AHRQ, to devel op the science of
quality improvement.

Thefollowing recommendations provide advice on how to best apply quaity improvement standards.
However, we suggest that these standards be applied as part of abroader strategy to improve quality.
Medicare should useall of the abovetools, which complement and build on each other, toimprovethe
quality of carefor al beneficiaries.

How should Medicare acknowledge the differing capacities
of plans and providers to perform quality improvement
when applying quality improvement standards?

Quiality improvement standardsare currently applied differently to HM Osand non-HMOsintheM+C
program and differently between the FFSand M+C program. Inthe M+C program, HMOs must
demonstrateimprovement ontwo QAPI projects, but non-HM Os do not face the same requirements.
TheM+C program includesquality improvement processand structural requirements, but the FFS
program doesnot. Indirecting MedPA C to report on how quality improvement standards should be
applied, the Congress asked MedPA C to consider thefeasibility of applying M+C-like standardsto all
typesof plansand providersin Medicare.

Toevduatethefeasbility of applying standards comparableto the M+C quality improvement standards
todl plansand providersin Medicare, wefirst identified the core components of the standards.
Second, we eva uated the ability of providersand plansinthe M+C and FFS programsto perform
thesefunctions, including the potential cost of compliance (see Table2-1, p. 31).

Our evauation:

*  Thecorecomponentsinthe M+C standards arethe same asthosein the quality improvement
standards of other public and private oversight bodies. They require organizationsto: measure
their performance, improve care by influencing behavior, and demonstrate theresults of their
effortson specific measures.

30 Improving quality in Medicare MEdpAC



Medicare +Choice
HMOs

Medicare +Choice
non-HMOs'

Provider and plan feasibility of complying with
Medicare +Choice-like quality improvement standards

Medicare
fee-for-service
program
(overall)

Fee-for-service
institutions
(hospitals, SNFs,
HHAs, etc.)

Fee-for-service
clinicians

Feasibility of
measuring
quality

Feasibility of
improving
quality

Feasibility of
demonstrating

quality
improvement

Could the entity
comply with,

Feasible, depending
on number of
measures. Many
already have data
collection ability for
accreditation and care
management.

Same as above.
HMOs have some
ability to influence
providers.

Sample sizes are large
enough, but the
process is costly if
too many measures
or requirements too
specific.

Capable of complying,
but compliance can be

Feasibility varies by
organization and
measures. Barriers
include:

e limited data
management
systems

* broad networks

* out-of-network care

Factors that remove

barriers:

* overlap with HMO
plan networks make
it easier for some
non-HMOs to
collect data

¢ use of claims data

Same as above. Non-
HMOs usually have
less ability than HMOs
to influence provider
behavior.

Sample sizes are large
enough, but because
medical record
abstraction is more
difficult, results may be
less accurate.

The ability to comply
varies. Underlying

Feasible. Program
infrastructure to
measure quality exists
in QIO program and
through direct
beneficiary surveys.

Feasible. CMS has
tools to influence
provider behavior
through COPs and
QIOs.

Sample sizes are large
enough on both a
national and state
basis.

Yes. Voluntary CMS
efforts to measure,

Feasibility varies by
size and resources.

Feasible.

Institutions:

e can affect
organization and
systems of care

* have some
influence over
clinicians

Depends on
measure. Small
sample sizes of
clinical measures
and lack of risk
adjustment limit
provider-specific
data.

All providers could
measure and

Low feasibility. It is
costly for clinicians to
collect and analyze
data themselves.

Feasible. Clinicians are
most able to influence
clinical quality.

Same as institutions,
but sample sizes are
even smaller.

It is burdensome for
clinicians to measure

and be held costly. decision is whetherto  and improve quality improve some their own care, but
accountable for, apply the same and demonstrate aspect of quality. they could cooperate
M+C-like requirements to HMOs  results are currently Requirements must with program  efforts.
requirements? and non-HMOs. under way in the QIO account for provider Results should not be
Could be held program. CMS should  capacity and be publicly available on a
accountable if evaluate the coordinated with clinician-specific basis
measures based on effectiveness of other oversight unless they are
claims and/or given voluntary efforts efforts. Assistance statistically valid.
assistance. before determining the may be necessary.
need to increase the Results should not be
level of accountability.  publicly available by
provider unless they
are statistically valid.
Note:  CMS (Centers for Medicare & Medicaid Services), COPs (conditions of participation), HHA (home health agency), HMO (health maintenance

organization), M+C (Medicare + Choice), QIO (quality improvement organization), SNF (skilled nursing facility), HHA (home health agency).

1

The term “non-HMQ” refers to M+ C plans authorized to participate in the M+C program other than HMOs and provider-sponsored organizations.

Non-HMOs include preferred provider organizations, private fee-for-service plans and non-network medical savings account plans.

Source: MedPAC analysis.
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*  Providers andplans abilitiesto performthefunctionsnecessary to meet quality improvement
standardsvary widely. All providersand planshave some capacity to measure and improvethe
quality of some aspect of care. However, each plan or provider isresponsiblefor adifferent
aspect of careand variesinitsability to measure performance and affect achangethat will
improvethequality of care. Theusefulnessof the datagenerated inthe processalso varies.
Integrated health plans, such asstaff model HM Os, are more capable of measuring their
performancethan lessintegrated plan structures, such asPPOs. Providersaremoreableto
influence changethan are plans, but have adifficult time demonstrating theresults of their efforts
because small samplesizescall into questionthevaidity of theresulting data.

* Itisfeasbletoapply someleve of quality improvement standardsto all providersand plansin
Medicare, but not standards comparabl e to those applied inthe M+C program. The M+C quality
improvement standardswere designed for integrated health planswith theinfrastructureto abstract
datafrom medical records, anayze claimsdataand providefeedback and incentivesfor clinicians
to changetheir practices. Thestandardsrequire significant datacollection and assumethat
organi zations have asufficient number of casesfor the datacollected and reported to provide
satisticaly significant information. Theseconditionsdo not exist for dl plansinM+C or for
ingtitutiona providersor cliniciansinthe FFSprogram.

Theability to contract with plansand providersthat have varying capacitiesto measureand improve
quality should be seen asastrength of the Medicare program. Institutiona providers' influenceover the
quaity of carein acute settingscomplementsplans' ability toimprovethedeivery of preventive services
and coordinate care across settings. Plans' capacity to collect dataand createadtatistically valid

sample could be used to assist providersin measuring their own performances.

Quality improvement standardsrepresent apowerful tool for improving quality. The challengefor
Medicareisto harnessand build on the unique resources of each provider or plan without placing an
undueburden onany or al of them.

RECOMMENDATION 1

The Secretary should apply appropriate quality improvement standards to plans in the
Medicare +Choice program and institutional providers in the fee-for-service program,
recognizing differing plan and provider capabilities. He should reward plans and
providers for high quality performance and improvement.

All plansand providersshould contributeto the goal of improving quality. Just asquality improvement
standardsare applied through contracting requirementsto M+C plans, CM S should also apply themto
FFSingtitutional providersthroughthe COPs.? However, each must contributein away that recognizes
the strengths and weaknesses of organi zationsand providers.

2 We note that CMS has included such standards in several proposed conditions of participation and suggest these requirements be included in the
final rules.
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Theapplication of standardsto both sides of the program may make each program’seffortsmore
effective. Requirementscresating expectationsfor HM Oscan stimul ate provider activity, and
requirementson providersmay contributeto improved quality within M+C organizations. Stimulating
provider activity isparticularly important given thelesser abilitiesof non-HM Osto measureand
improvecare.

Inaddition, rewarding plansand providersthat reach ahighleve of performanceor improve
significantly should beanintegral part of aquality improvement strategy. Rewardsshould beavailable
whether the effortsare voluntary or result from mandatory requirements. Because of the uncertainty and
complexity of applying standards, creatingincentivesisaway to stimulatefurther improvement and
recognizethosewho invest moreresourcesinimproving quality.

Applying quality improvement standards flexibly

CM S should designitsown standardsin away that recognizesthediffering responsibilitiesand
capacitiesof itscontractors. Thisapproach balancesMedicare' sgoal of providing high-quality careto
beneficiarieswith the need to ensure accessto sufficient numbersand types of plansand providers.

Applying standardsthat do not recognizethe differing responsibilitiesand capacities of plansand
providerscould:

. increasethe cost of servicesfor Medicare,

. cause providersor plansto leave or not enter the program,

. reduceresourcesfor other priority areas,

. ensurethat only HM O-like structures are availableto beneficiariesin the M +C program, and
e causeharmto providersor plansif dataare mideading.

Strategies for applying quality improvement strategies in the Medicare+Choice program

Plansvary intheir ability to measure performancein accordance with M+C standards.® Collecting data
onal HEDIS measuresand inamanner sufficient to meet the requirementsfor QAPI projectsrequires
M+C organizationsto have or establish sophisticated capacitiesfor datacollectionand analysis. In
addition, intervening in and being accountablefor improvementsin carerequiresdatasystemsand
clinical and satistical expertise. Thesetechnicd difficultiesare compounded for al plansby the number
of areasinwhich datamust be collected, including over 20 HEDIS measuresand 2 new QAPI projects
annudly.

Even though many have questioned the ability of non-HMOs to meet M+C standards, limited experience exists within the M+C program to
inform the discussion. Currently, only two PPOs and one private fee-for-service plan participate in the M+C program. The private fee-for-service
plan joined in 2000. The largest PPO was part of a demonstration project that began before the enactment of the BBA and had difficulty
meeting the HEDIS data collection requirements.
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Although moreintegrated plansand thosethat are already accredited may have devel oped thiscapacity,
non-HM Os and even |less-integrated HM Os may belessableto collect the necessary dataand design
andimplement effectiveinterventions.* Threefactors, inparticular, limit theability of someplansto
measure and improve care: (1) broad networks, (2) thelack of arequirement for enrolleesto choosea
primary care physician, and (3) theability for enrolleesto seek out-of-network care. Thesestructural
characteristics provide beneficiariesabroad choice of providers, but makeit difficult for plansto obtain
information on quality from medical records. They also makeit difficult to know how and whereto
focuseffortstoinfluenceclinician behavior.

Non-HM Oscan collect information on caredelivery through claimsdata. Claimsprovideamore
limited source of information than medical records, but they can be used for measuring performance and
arereadily accessible. Many of the HEDIS measuresupon which al M+C organizationsmust collect
datarely heavily onclaims.

Thelimited ability to collect datafrom medical recordsal so raises concerns about the appropriate use of
information generated from non-HM O efforts. Becauseplans' abilitiesto measureand improvecare
vary, some plan datamay be morevalid than those of others. Releasing the datafor comparisons of
plans could be mideading unlessthe datacollection effortsare uniform.

Recogni zing these limitations, the commission believesmuch of thefocuson non-HMOs should beat
theprovider level. Becausethelocusof responsibility for care management in non-HMOsremains, for
themost part, withindividua providersand patients, CM S could useitsability towork directly with
providersthrough thefee-for-service programto stimulate quality improvement innon-HM Os. At the
sametime, working through the structure of the non-HM O may make CM Sfee-for-serviceefforts
moreeffective.

Thiscould bedonein several ways. First, hon-HM Os could encouragetheir network providersto
participateinthe QIO improvement projects. Second, medical management of thenon-HM O could act
astheinterface between individualsor groupsof physiciansto providefeedback and suggest strategies
for improvement. QIOscould do thework of reviewing casesand claims, and plans' medical
management could disseminate reports and meet with group medical directors.

Currently, non-HMOsare required to collect datafrom both claimsand medical recordsfor purposes
of reporting on HEDISmeasures. It may be appropriateto limit non-HMO HEDI Sdatacollection
effortsto those measuresthat rely oninformation from claims. Requiring non-HM Osto anayze and
report on measuresderived only from claims dataacknowledgesthe difficulty they have obtaining
information from medical records, but requiresthat they useinformation sourcesavailableto them.

4 Health plans fall on a continuum, ranging from highly integrated and managed systems of care to entities that essentially serve a payment
function. In particular, distinctions between PPOs and HMOs have become blurred as hybrid or blended structures are created to better address
the needs of consumers (see Appendix A).
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Whilelimiting datacollection effortsto information from claimsmay addressthelimited ability of non-
HMO plansto collect datafrom medical records, it doesnot addresstheir limited ability towork with
andinfluenceproviders. However, becausetheir claimsdatabases are val uable sources of information
on carepatterns, itisstill useful for theinformation to bereported. Theinformation allowstheprogram
to track broad patternsof careddlivery and potentially allows CM Sto follow up throughthe QIO
program with specific providersor provider groupswith strategiesfor improving care.

Becauseitisdifficult for non-HM Osto influence provider behavior, the current exemptionfrom
“demonstrating improvement” onthetwo QAPI projectsisappropriate. However, plan structuresare
evolving and the distinctions between non-HM Osand HM Osareincreasingly blurred. (See Appendix
A for further discussion of thediffering typesand characteristicsof PPOsand HMOs.) Theexemption
and any other regulatory distinction that devel opsmay need to bere-examined if techniquesfor
managing careinlessintegrated structuresimprove.

Strategies for applying quality improvement standards in the fee-for-service program

Thefee-for-service M edi care program can be thought of asoperating ontwo levels: asaplanand asa
provider. Attheplanlevel, CMS can act asaplan administrator to measure and improve carefor al
beneficiaries. Attheprovider level, theagency encouragesindividud ingtitutionsand cliniciansto take
respongbility for delivering servicesof high quality to beneficiaries.

CanCMS, asthe plan administrator for fee-for-service M edicare, measure and improve quality and be
held accountablefor theresultsof itsefforts? It certainly hastheinfrastructureto measure quality of
care. Infact, CM Shasone of the best systemsfor medical record abstractionin the country: the QIO
program. However, Medicare also provides beneficiariesthe broadest network of providersinthe
country, whichmay limit itsability to focusimprovement efforts.

Asalargeandimportant payer for health services, CM S can haveapowerful influence on provider
behavior. When the agency establishes new requirements, providerspay attention and work to comply.
Some suggest that theimportance of Medicareasapayer increases providers' willingnesstowork with
the QIOs even though they are not required to do so.

Ontheother hand, CM Shaslittle ability toinfluence provider behavior. Theagency rarely terminates
provider contractsand hasdifficulty communicating policy changesto itsnumerous contractors. In
addition, it hasalimited budget to monitor provider compliancewith itscomplex quality improvement
standards.

Onanationa and state basis, the M edi care program has enough casesin specific clinical areasto create
valid and reliable dataupon which to evaluate how well careisbeing delivered to segmentsof the
Medicare population. However, the extent to which the effortsof QlOsinfluence provider behavior is
unknown. The QIOsreach only asubset of providersand beneficiaries, and thequality of careis
influenced by many other forces.
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Thevoluntary approach of the QIO programiscurrently the primary tool CM Susesfor quality in FFS.
The Congresshas never established quality improvement expectationsfor the FFS program, and CMS
doesnot require providersto participatein QIO quaity improvement projects. CMSiscurrently

eval uating whether and to what extent improvement hasoccurredinitsclinical priority areas. One
positive outcomeof thevoluntary approach for providersisthe shift away fromthetraditional punitive
approach of the QIO program. Thisshift hasled to the establishment of numerous partnershipsand
coalitionsacrossthe country directed at improving care.

How well caningtitutionsand cliniciansmeasure, improve, and demonstrate theresults of their quality
improvement efforts? The ability of individual health care organizationsand cliniciansto measurethe
quality of thecarethey deliver variesby setting, Size, and the type and number of requirements. Large
hospitalsmay havethe resourcesto measure and improve care, but smaller hospitalsand home health
agenciesmay not. Largegroup practicesmay havethe capacity, but individua clinician officesprobably
donot.

Providers ability to measuretheir performance also variesby thetype and number of measurement
requirements. If criteriaand methodsfor measuring carewere defined asrigoroudy in FFSasthey are
intheM+C regulations, the statistical and clinica expertise of many ingtitutiona providerswould be
insufficient to meet the standards. Providersoften lack theanalytic skillsand the personnel to perform
and demonstratetheresults of their effortson alarge number of projects.

Becauseingtitutional providerscontrol theorganization of servicesand operate at close proximity to
clinicians, they probably have moreinfluencethan plansover clinician behavior. However, tenson
between facility administratorsand cliniciansoften exists, and in someregionscliniciansarein great
demand. Becauseinstitutionsdo not want to exacerbatetensionsor loseclinicians, they areoften
reluctant to presscliniciansto changetheir practices. Inaddition, many non-hospital settingsexperience
highratesof aff turnover, makingit difficult toimplement quality improvement efforts. Although
ingtitutiona providersmay experience somedifficulty engaging clinicians, cliniciansare better ablethan
ingtitutional providerstoinfluencethe manner inwhich careisdelivered and areessential for any quality
improvement effort to succeed.

Itisdifficult to usedatacollected on clinical measuresto report publicly ontheresultsof ingtitutions' and
clinicians effortstoimprovecare. Very few ingtitutionstreat enough patientsin specific clinical areasto
createalarge enough sampleto draw meaningful conclusionsabout thequality of careintheingtitution.
In addition, some providers see more complex patientswith co-morbidities. Without adequate risk
adjustment, someinstitutionsor clinicianscould appear to have poorer outcomess mply becausethey
seesicker patients.

Recognizing theselimitationsthe Commission believesthat it ispossibleto requireingtitutional providers

to establish and be held accountabl e for measuring and working to improve care. The Commission

supports CM S seffortsto include quality improvement requirementsin the conditionsof participation of

all typesof ingtitutional providers. However, to reflect differing abilities, Medicare standardsfor

ingtitutiond providersshould alow organizationsto:

*  determinehow to establish processesfor measuring and improving quaity without having to adhere
tooverly specific CM Scriteria,
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*  choosetheir own priority measurement areas or work to improve on aparsmonious set of CMS-
chosen measures, and
*  report publicly only datathat arevalid and reliable measures of the organization’s performance.

In addition to these criteriafor establishing standards, CM S should consider strategiestoimprove data
validity and devel op reasonable quality improvement expectationsfor providerswith limited resources
(inparticular, clinicians). Requiring cliniciansto establish processesand structuresto measure and
improve quality and to report data.on specific performance measureswoul d place asignificant burden
onsmal practitioners' offices. However, CM S may want to consider waysto stimulateclinician
participationinthe Q1O and M+C plan efforts. For example, clinicianscould berequired to make
clinical dataavailableto either health plansor the QI Osto measuretheir performance. Researchis
under way to develop clinician-specific measures. It may beappropriatein thefutureto usethese
measuresfor purposesof accountability or beneficiary choice.

Two other strategiesfor applying quality improvement standards could addressthe datavalidity issues
inherentinclinical caremeasures. Firgt, collecting the dataonceat the provider level, and then
combining it with other provider datafor plan or regiona performance measurement would ensurethat
each provider had information upon whichit could act toimprove aswell as provide datathat would be
accurate enoughtoreleasepublicly. Provider-specific datawould only beused for internal quality
improvement purposes. Thedatafrom thelarger, combined sample could beused for public
comparisonseither by regionsor by plan. Thisstrategy recognizesthat providersoften contract with
numerous plansand that their actions often have themost effect onthe quality of care. Whiledata
would not be used to hold providersaccountable, it could revea national or statetrendsin progressin
particular clinical areasor be used to distinguish between plans.

CMSa so should explorewaysto evaluate careininstitutions by using broad process measures. For
example, hospitals could report on whether and how they had established safe practicesto control
infection. Preventing infection affectsamuch broader patient base than many current measuressuch as
whether heart attack patientswere discharged on beta-blockers. Another example of abroad measure
affecting dl patientswould be patient perception of thequality of their care.

Another approach currently under discussion that would enhancethevdidity of provider-specific datais
combining several process measuresfor aspecific disease category. The QIO program usesseveral
measures of clinical processesthat are associated with good heart care. They could be combined,
presumably increasing the sample sizeand statistical validity of the measureto devel op ahospital -
specific measure on heart care.

These strategies can complement oneanother. Examining carein specific clinical areasmay uncover
broader system problemsthat could becomethefocus of improvement efforts. Conversely, examininga
broad system problem may highlight problemsin specificclinica areas.
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Rewarding performance

Given the uncertai nty about the most effective strategiesfor applying quality improvement standards,
standards should be applied in abroader context that includesrewardsfor high performanceand
improvement. Many believethat the best motivation for improving quality comesfromtheprovider or
planitsalf. Becausestandardsgenerdly rely on externa motivation and negativeincentivessuch as*if
you do not comply you cannot participatein Medicare” rewarding providersfor their effortsmay bea
more potent stimulusfor improving quality.

Thisapproach also may addressthe concern that applying quality improvement standardsdifferently to
distinct plan and provider typescould create an unfair market disadvantage for those required to comply
with morerigorous standards. Creating rewardsfor either level of performance or effort may lessen any
market disadvantage. Thistype of strategy may also be used to reward providerswho voluntarily work
with the QIO program.

Performance could be rewarded when plansor providers.

*  Meet or exceed an established benchmark. For example, if CM S determinesthat 85 percent of
women receiving mammogramsinagiven year isthetarget level of performance, plansthat meet
or exceed that level could berewarded.

*  Demonstrate exceptional improvement. For example, CM S could set agoal of 10 percent
improvement on aspecific clinical topic and reward thosewho improve 20 or 30 percent. This
would ensurethat rewardswereavailablefor plansor providerswho show great improvement
over alow initial scoreonameasure, but arestill not ableto meet or exceed the benchmark level.

Threewaysto reward providersor plansfor their quality improvement are;

*  Financial incentives. CM S or the Congress could base apercentage of an organization’s
payment on itsperformance on quality measures. Becausethiswould increasetheneed for
comparativedata, it would beadifficult strategy toimplement. Another lesscumbersome
approach might besmply to basethe decisionto pay thefull amount on whether the provider
reported the requested dataand cooperated with program effortstoimprove care.

e Minimizingoversight. Thisstrategy involvesidentifying sometypeof regulatory requirement that
could belifted if an organization demonstrated ahigh level of performance. Thiswould
presumably savethe organi zation resources. CM Sisimplementing oneform of thisstrategy inthe
M+C program by alowing plansthat have reached acertainlevel of performance on ameasureto
opt out of the national priority project onthat topic for oneyear. Another strategy would beto
exempt organizationsthat cons stently performwell on certainindicatorsor through accreditation
and surveysfrom someof the regulatory oversight applied to otherswho performlesswell.

* Incentivestoincreasevolume. Making information public onplans’ effortstoimprove, or on
their high performance on certain measures, isoneway to reward those who work to improve
qudity. It presumesthat beneficiarieswill usethepublicly availableinformation on providersand
plansintheir regionto makechoices. Plansthat dowell or are seen asmore committed to quality
improvement should expect ahigher volume of patientsor enrollees. Thismay providevaueto
M+C plansand act asastimulusfor institutionsor cliniciansto work withthe QI Os.
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Some private-sector purchasersprovide employeesamix of cost and qudity informationinan
attempt to steer employeesto the best providersor plans. Theemployer or administrator of
benefits collectsquality information on anetwork or group of providersor onvarioushedth plans
and givesahigher subsidy to employeeswho choose higher-quality organizations. It would be
difficult without legidation for Medicareto vary the costs of the benefit for beneficiaries, but CMS
could, at aminimum, providecost and qudity informationto thebeneficiaries.

Some policymakers have suggested that another way Medicare could steer beneficiariesto high-quality
providersisthrough disease management programs. Inthe private sector, such programsoftenrequire
patientswith certain conditionsto betreated by alimited number of providerswho are especialy
qudifiedtotreet their condition. Thisstrategy would not eliminate providersfrom participatingin
Medicare, but would result inahigher volume of patientsfor thosethat may have moreexpertiseina
particular trestment modality or condition.

How should the Secretary work to improve coordination
between private and public sector oversight efforts?

Plansand providersmust comply with multiple setsof qudity standardsand measuresfrom different
oversight bodies. These standardsand measuresare often similar but not identical, which createsextra
work without any significant gain. Therefore, coordination with other oversight and purchaser standards
may helpto lower the costsof applying M+C-like or any quality improvement standards. By
coordinating itseffortswith the private sector, Medicare can a so learn from and build on the
experiencesof other purchasersand accreditors.

RECOMMENDATION 2

The Secretary should reduce duplication between public and private oversight efforts
when applying quality improvement standards and measures.

Redundant requirements add coststo the program and take resources away from other quality efforts.
Inadditionto lowering costs, coordinating oversight efforts may have other positive effects. If plansand
providersknow that their effortsfor other purchasersand accreditorswill help them meet Medicare
standards, they will bemorelikely to seek accreditation or to perform other quality improvement
projects. Inaddition, by creatingamore unified, lessdiffuse approach to quaity improvement, efforts
toimprovequality may be moreeffective.

Relying on accreditor standards al so would create efficienciesfor the Medicare program by lessening
theworkload for state surveyors. Inaddition, private accreditorsusually require organizationsto bere-
accredited periodically and updatetheir sandardsregularly, whichisdifficult for Medicare. Thishelps
to ensurethat quality improvement standardsevolveasthefield progresses.
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Strategies for coordinating efforts

Strategiesfor coordinating efforts between the public and private sector would affect the M+C and fee-
for-service programsdifferently. Inthe M+C program, thetimeit hastaken to establish adeeming
relationship and the number of measures upon which datamust be collected has created duplication. In
thefee-for-service program, the ability for institutionsto use private accreditation statusto meet the
process and structure requirementsin the COPsiswell established. However, thelack of
standardization in the specific measures upon which organizations are required to report (or soonwill
be) across oversight agenciesand purchasersisof concern. Itisimportant to notethat Medicare,
although thesinglelargest purchaser, cannot ensure coordination of oversight effortsonitsown. Private
purchasersalso develop their own requirementsfor plansand providers, and may or may not build on
the effortsof accreditorsor Medicare.

Medicare+Choice program

Currently, CM Sappliesitsown structural and processrequirementsto M+C organi zationsthrough
QAPI. Theseregquirementsdiffer somewhat from accreditor standards. M+C organi zations must
establish dightly different and sometimes conflicting processesto meet each set of standardsand must
preparefor surveysmultipletimes, which requiressignificant staff resources. Whilethismay changeas
CMShbeginsto alow plansto use NCQA, and potentially other accreditors’, standards asameans of
complying with theM+C requirements, currently plansareduplicating efforts.

Duplicativeeffort isalso anissuein the choice of performance measuresfor CM S, becausethey require
extratimeto collect, analyze and report data. CM Swasinvolved in the development of the Medicare
versionof HEDIS. Many thought that because of this collaboration CM Swould rely onthe Medicare
version of HEDISfor their M+C reporting requirements. However, CM Schoseto requireplansto
report on both the Medicareversion of HEDI S and two additional QAPI projectsevery year.
Reporting on HEDI Srequiresasignificant number and type of datacollection efforts. Itisunclear
whether the extrawork required to report on both HEDIS and QA Pl measuresresultsinimproved

qudlity.

CMSdid (and continuesto) take stepsto |lessen this burden and moveto greater consistency with
private accreditors standards. Asnoted previoudly, the agency hasbeen eva uating several accreditors
standardsto determinewhether they are stringent enough to qualify for deemed statusand recently
announced that NCQA will be granted deeming authority.> Allowing one or more of these sets of
private accreditation standardsto be sufficient to deem aplan to havemet al of the QAPI requirements,
may diminish concernsabout duplication of effort.

The statute did not allow accreditation to suffice for all M+ C requirements, but only for quality assurance, access to services, provider
participation rules, information on advance directives, anti-discrimination, and confidentiality and accuracy of beneficiary records. However, there
are other statutory requirements left for CMS to enforce, such as enrollment processes and grievance and marketing procedures. It may be
appropriate for the government to maintain oversight over these other functions. However, plans must then interact with two oversight bodies
instead of one. As of the writing of this report, CMS has informed us that NCQA will be granted deeming authority for all six areas. The other
two applications from JCAHO and the AAAHC are still under review.
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CMShasalsotried to coordinate with the private sector intheir use of HEDIS measures. For the most
part, the Medicare version of HEDISisasubset of the private sector version. Inan effort to ensure
consistency acrossthetwo versions, CM Srelieson NCQA for the data specifications of Medicare
HEDIS. NCQA also accreditsorganizationsthat audit M+C HEDIS data

In addition, CM S encourages M +C organi zationsto usea HEDIS measureto satisfy their self-
designated QAPI project. UsngaHEDISmeasureto satisfy the QAPI project requirement lessensthe
burden of these standardsfor two reasons: the M +C organi zation performs onelessdatacollection
effort, andisnot required tojustify why it chose and defined the specificationsfor themeasure. CMS
also choseaHEDI S measure screening for breast cancer asoneof itsinitial national projects.

CMScouldincreaseitseffortsto reduce duplication by:

*  Evaluating the need for additional standards. The Commission recognizesthat Medicarehasa
responsibility to ensurethat itsbeneficiariesreceive high-quality careand doesnot believethat
CM Sshould abdicatethisresponsibility. However, giventhefact that many M+C plansare
already accredited and the cost of measuring care on numerousdimensionscan be high, the
agency should performacareful analysisof theneed for different or additional Medicare
standards. CM Sshould consider whether itsstandards offer enough extravalueto beworth the
extraeffort of requiring plansto seek compliance with multiple setsof standards. Thisanalysis
may become possible after January 2002, when theresultsfrom thefirst QAPI projectsare
avalable

*  Relying on a deeming relationship as often and as broadly as possible. For the reasons stated
above, the public sector should rely on private accreditation standards and processes as often as
possible. CM S should continueto work with private accreditorsto makeit possiblefor plansto
demonstratetheir commitment to quality improvement without duplicating efforts.

In determining whether an accreditor’s standards and processes are sufficiently rigorousto allow a
deemed statusrelationship, CM S should baseitsevaluation onthe overall level of protection
afforded the beneficiary from either compliancewith the accreditor’sstandards or compliancewith
specific CM Srequirements. Thisisthe approach CM Stakesin the FFS program. Plansand
accreditorshave voiced concern that CM S may decide to grant deemed statusto plansonly for
specific accreditation standards. Thisapproach would require hedlth plansto go through both the
entire accreditation processaswel | asevaluation by CM Sfor specific quaity improvement
requirements, asopposed to oneoverall certification process by an accreditor or CMS. While
thisapproach may aleviate someduplication, it could aso further complicatethe compliance
processand potentially add to the costs.

*  Reducing the number of measures. Determining whether plans' infrastructuresand effortsare
sufficient should not be based on the number of areas measured, but therelativeimportance of the
sel ected topicsto their beneficiary members. Because datacollection and anadysisisan expensive
part of compliance with quality improvement standards, CM S should evaluatethe need for
measures currently included in datacollection efforts. If CM S determinesthat fewer measures
would suffice, it could limit datacollection to HEDI S measures and not requiretwo additional
QAP projects, or conversely, rely on measurement and improvement on two QAPI projectsand
not require HEDISdatacollection. Additionally, CM S could reducethe number of HEDIS
measures upon which plansmust collect data.
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Fee-for-service program

Inthe FFS program, much of the potential for duplication between the private and public sectorshas
been dlleviated by the historic deeming rel ationship between CM Sand private accreditorsfor
ingtitutional providers. However, asaccreditors, purchasersand CM Sareincreasingly requiring
providersto report their performance on specific measures, standardizing these measuresiscritical to
reducing duplicativeefforts. Institutiona providersandindividua practitionerscollect the datafor many
clinica quality measurement efforts. Datainthe sameclinica areamay becollected indightly different
waysor indifferent clinical areasfor thesamegoa. Thislack of coordination onthe part of purchasers
and public and private oversight agencies createsextracostsfor providerswithout any clear gainin
improved quality. Infact, many providersarguethat resources aretaken away from effortstoimprove
careinother higher-priority aress.

Someeffortsareaready under way to coordinate current or potential M edicare measurement
requirementswith other oversight bodies' and purchasers measures. CMSisworkingwiththe
JCAHO to ensurethat the QIO measures are defined assimilarly as possible with the soon-to-be
required JCAHO coremeasuresfor hospitals. Inaddition, CM S has been astrong supporter of the
NQF effortsto identify measuresthat could be supported by abroad group of stakeholders. CMS
should continueitseffortsto standardize measures and should enhancethese effortsby:

»  Evaluating the need for additional Medicare-specific standards and measures. Asinthe
M+C program, when CM Sdesigns standardsfor quality improvement in FFSit should evauate
whether the standards duplicate onesthat an organization may have already met, or whether
different standardsareredlly necessary toincreasethe organization’sability toimprovequality.

If itisnot possibleto ensurethat oversight agenciesand purchasersuse performance measuresina
way that permitsone-time datacollection, CM S should consider whether requiring two data
collection effortsisworth the additional resources.

*  Coordinating effortsacrossthe M+ C and fee-for-service programs. Many of the measureson
which M+C planscollect datarely on provider-level information. Thisplacesaburdenon
providersthat could belessened if the measuresfor the M+C and FFS programswerethe same,
or at least better coordinated. For example, measurescould beinthe sameclinica area, so that
effortstoimprovefor one part of the program would help the organi zation meet requirementsfor
the other side of the program.

Are there other ways that Medicare could help
stimulate quality improvement?

Thescienceof quality improvement continuesto evolve, and the ability of plansand providersto
improvequality varieswidely. Therefore, itiscritical that Medicarenot only stimulatedirect effortsto
improve quality through the application of standards and the creation of incentives, but aso help develop
and providetoolsfor thosewho areworking toimprove quality of care.
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Our analysisof theability of different typesof plansand providersto meet quality improvement
standardsreveal s some significant gapsin our health care system’ s ability to measureand improvethe
quality of care. Loosenetworkshavegreat difficulty collecting dataother than claimsdata, do not often
havethe expertiseto analyzethedata, and do not have strong mechanismsin placeto influence
clinicians behavior. Small ingtitutional providersaso need hep withthesetasks. Ironicaly, the
provider most ableto affect clinical quality—theclinician—hastheleast ability to measurequality of
care.

Many plansand providersand therecent |IOM report citethelack of information systems capabl e of
collecting and analyzing dataasakey barrier to the ability to measureand improvecare. Inparticular,
without acomputerized patient record, it could bedifficult toimplement quaity improvement onabroad
scde.

Inadditionto gapsin capahilities, there are many gapsin knowledge about effective quality
improvement efforts. One of the biggest gapsin knowledgeishow to effect change. Indiscussionswith
MedPAC, planswith asophisticated ability to measure care onimportant clinical measures, the QI Os,
hospital personnel, and even clinicians questioned their own knowledge and ability toimprovecare.
They saiditishard, dow work and that more needsto belearned about effective mechanismsfrom
thosewho have succeeded inimproving quality. Other gapsinclude measuresinless-studied clinical
areas and the meansto achieve appropriaterisk adjustment.

RECOMMENDATION 3

The Secretary should assist plans and providers to improve quality. He also should
encourage and fund research on appropriate measures and innovative mechanisms to
improve quality.

The CM Sstrategy of using expert cliniciansand stati sticians of the QlOsto shore up thelack of
expertisein some plansand providers should be supported and expanded. Thisassi stance may needto
beincreased if more non-HM Osenter the M+C program or if CM Simposesadditiona quality
improvement requirementson FFS providers. Institutional provider reporting on core measure sets—a
goa of JCAHO, the NQF and CM S—wiill also create new datacollection and analysisburdensfor
providersfor which they may need assistance. They may requiretechnical assistanceto collect and
analyzedata, or adviceon successful interventions. The QIO program can aso provideindividua
providerswith feedback on how their performance comparesto other similar providersinthe same
region.

Built into any ass stance should be an understanding that CM Swill sharewhat it learnsfrom one
provider or planwith others. Currently, plansand providersare often left on their own when designing
andimplementing quality improvement projects. Thismakesit difficult for thosewithout an established
infrastructuretoimprove quality. Whileit would not be useful for CM Sto dictate how to perform
quality improvement, CM S could, along with other agenciessuch asAHRQ, distributeinformation on
best practicesin quality improvement. Funding and research areuseful, but itiscritical that an explicit
mechanism be devel oped to shareknowledge.
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Althoughitisunclear who should takeresponsbility for the cost of designing and implementing an
information infrastructure, informationisabas c component of abroad quality improvement strategy.
Therecent IOM report recommendsthat thisresponsibility beashared public/private partnership. As
Medicare beneficiariesare significant usersof the health system, the Secretary should consider the
resources within the Department of Health and Human Servicesto determine how to best contributeto
the development of such aninfrastructure.

Additional research and assistanceisal so critica to advance performance assessment, particularly in
areaswherelessisknown and on conditionsthat areimportant to the Medicare population. The
Secretary hasenormous research resourcesthrough AHRQ and CM S and the advantage of avery
large popul ation base upon which to collect data. He also has many effortsunder way that should be
studied. TheMedicare program, through both the quality-improvement effortsinthe FFS QIO
program and the M +C QAP requirements, providesanatural laboratory for determining what works
best and could lead the country in stimulating quality improvement.

Research could bedonein several areas:

*  Projectsthat plansor providers might performin responseto incentives. If the Secretary
wereto establish rewardsfor plansor providersthat achieve high performance or improvement (as
in Recommendation 1), these efforts should be studied to come up with alist of “best practices’
that could be shared more broadly. For exampl e, research could be done on successful motivation
techniquesfor providers, mechanismsto maintain high performance over time, improving measures
to more accurately evaluate health care processes, and improving measuresto createamoredirect
rel ationship between the process measured and the outcomes of care.

*  Theexperience under the QAPI projects of the M+ C program and the QIO program’'s work
with providers. CM Swill evaluatethe QAPI projectsafter plansreport ontheir resultsin
January 2002. Resultsfrom QIOs' work with providers should be availablewithin the next six
monthson anational and statebasisin each clinical area. CM Sshould evaluate each program’s
successes and failuresto understand how and why improvementswere or were not achieved and
identify waysinwhich thetwo programscould |earn from each other.

*  Theidentification of appropriate risk-adjustment methods for publicly-reported data on
ingtitutional providers. CM S could study the data collected from various providersto risk-
adjust measures. Thiswould be particularly useful for the current nursing homeand homehealth
initiatives, inwhich CM Sishoping to usedataonindicatorsof quality for surveyor evauation and
public comparisons. Without adequate risk adjustment, analyses of these datacould lead to public
mi sperceptionsabout careddivered in specificingitutions.

*  Theidentification of process measures relevant to outcomes of carein clinical areasand
settings where quality improvement measures are less well-established or lessis known
about effectiveimprovement. For example, two serious medical issuesfor beneficiariesare
depression and end-of-lifecare. Moreresearchisneeded toidentify performance measuresthat
can be compared across settings and are associ ated with good outcomesto ensure the highest-
quality careisavailableto thesebeneficiaries. i

Improving quality in Medicare MEdpAC



References

CuerdonT. Center for Medicareand Medicaid Services. E-mail communicationto MedPAC.
November 9, 2001.

Docteur E. Measuring thequality of carein different settings, Health Care Financing Review. Spring
2001, Val. 22, No. 3, p. 1-12.

Thelnstitute of Medicine. Crossing the quality chasm: anew health systemfor the 21% Century.
Washington (DC), The National Academy Press. 2001.

Medicare Payment Advisory Commission. Report to the Congress: selected Medicareissues.
Washington (DC), MedPA C. June 2000.

Medicare Payment Advisory Commission. Report to the Congress: selected Medicareissues.
Washington (DC), MedPAC. June 1999.

Nationa Committeefor Quality Assurance. The state of managed care quality. Washington (DC),
NCQA. 2001.

MEdpAC Applying Quality Improvement Standards in Medicare * January 2002

a5






APPENDIX

Types and characteristics
of HMOs and PPOs







Intoday’shealth care market, health plansfall onacontinuum ranging from highly integrated and
managed systemsof careto entitiesthat essentially serve apayment function (Wagner 2001). Managed
indemnity planswhich provide minima management functionssuch asprecertification of eective
admissions, areat oneextreme. At theother are closed-panel or staff model health maintenance
organizations(HMOs). Betweenthetwo extremesareavariety of plan structuresincluding service
plans, preferred provider organizations (PPOs), point-of-service (POS) options, and open-panel
HMOs (independent practice associations). Theseorganizationsvary intheir degreeof control and
accountability, complexity, theamount of operational overhead, and their potential for controlling cost
andquality.

Recently, the distinctions between managed care plansand traditional formsof hedlthinsurancehave
becomeblurred, ashybrid or blended structures have been created to better addressthe needsand
desiresof consumers. In particular, thereisasignificant overlap between characteristicsof HMOsand
PPOs. To provide more choiceto consumers, HM Osthat historically used aspecified panel of
providersnow offer POS plans, which alow consumersto seek care from nonparticipating providers,
usually at areduced coveragelevel. Thus, POS plans combine both HMO and indemnity product
characteristics. Inasimilar manner, certain PPOsthat historically were noted for unrestricted accessto
providers have adopted more managed care characteristicsand activities such as case management and
gatekeeper functions. Thefollowing section discussesthedifferent typesof HMOsand PPOs.

Health maintenance organizations

HMOs provide both financing and delivery of health care servicesfor adefined population (enrollees).
Thus, an HM O functionsasboth ahealth insurer and ahealth provider. Asaprovider,an HMO must
ensure accessto and quality of health care servicesfor itsenrollees. Thereareseveral major categories
of HMOs:

e Saff model HMO. Inthiscase, physiciansemployed by theHMO carefor itsenrollees.
Physiciansearn asalary and may receive bonuses or incentivesbased on their performance.
Physiciansareusually based in outpatient facilitiesowned by the HM O that often operatebasic
support servicessuch aslaboratory and radiology departments. Inpatient, nonphysician careis
usually provided by facilitiesinthe community, which contract withtheHMO. Although staff
model HMOsemploy physiciansin most common specialties, they will often contract with selected
subspeciaistsfor health servicesinfrequently required by their enrollees. A staff model HMO
exertscontrol over itsphysicians, which alowsit to better managethe use of servicesandthe
quality of care. However, the cost of devel oping aninfrastructureto manage careand quality is
highfor astaff model HM O, and enrolleeshave alimited number of practitionersto choosefrom.
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e Groupmodel HMO. Inthismode, an HM O contractswith multi-speciaty physician groupsthat
providecaretoitsenrollees. Therearetwo typesof group model HM Os: the captive group and
theindependent group. Intheformer, the physician group existstotreat theHMO’senrollees.!
Inthelatter, an independent multi-speciaty group contractswiththeHM O to providecaretoits
beneficiaries. Physiciansmay seenon-HMO patientsconcurrently. Both the staff model and
group model are* closed-panel” HM Os because physicians must be part of the group practiceto
carefor theHMO'senrollees. Thegroup model facilitates utilization management but limits
beneficiary choiceof providers.

*  Networkmodel HMO. Inthismodel, the HM O contractswith more than one multi-physician
practice or specialty group, whichincreases geographic accessand affordsitsenrolleesgreater
provider choice. Conditionsof participation aredictated by the contract. Network modelsmay
beeither closed or open panel. In somecases, the network islimited to primary care providers
who are compensated on an al-inclusive and capitated basis. Inaprimary care network model,
the physician may befinancialy responsibleor at risk for referral sto non-group speciaists.

*  Independent practice association model HMO. Theindependent practiceassociation (IPA) isa
distinct legd entity, consisting of an association of independent physician practitioners. AnHMO
contractswith an | PA to provide physician servicestoitsenrollees. Physiciansmaintaintheir own
officesand continueto treat non-HM O patients. Ingeneral, IPA model HM Osare open pand,
with broad participation of primary care, specialty and subspeciaty physicians. IPAsareof
varioussizesand can be communitywide or hospital based. Inaddition, IPAscanbe
independently established by community physiciansor created by an HM O through recruitment of
local practitioners. Inthe second instance, the HM O may require an exclusive contract with the
IPA. IPAsare compensated on an dl-inclusive capitated basisby the HMO. Subsequently, the
IPA compensatesits physicianseither on afee-for-service basisor acombination fee-for-service
and primary care capitation system. Hence, theHM O transfersfinancia risk tothelPA.  Although
thelPA model HM O providesgreater choice of physician provider than the staff or group model,
utilization management ismoredifficult because practitionersretain their independence.

e Direct contract model HMO. Inthistype, HMOscontract directly withindividual physicians,
both primary care providersand specialists, to provide servicesto their members. Asaresullt,
physiciansareusualy availablefor beneficiariesto choosefrom. Physiciansare compensated ona
fee-for-servicebasisor aprimary care capitation scale. Unlikethe |PA model, adirect contract
model HMO retainsfinancial risk for providing physicianservices. Similar tothe|PA model, in
which physciansremainindependent practitioners, utilization managementismoredifficultina
direct contract model HMO.

*  Mixedmodel HMO. Asthenameimplies, amixed model HMO incorporatesand combines
featuresfrom other typesof HMOs. For example, aclosed-panel HM O may add an open-panel
optiontoitshealth plan.

*  OpenaccessHMO. Open accessHMOsaresimilar to PPOsin that they do not employ a
gatekeeper to manage accessto or utilization of services. Inthismodel, thereisno requirement to
seea“gatekeeper” or primary care physician beforebeing referred to aspecialist. Frequently,
physicianssharethefinancia risk of medical costsin an open accessHMO.

T An example of a captive group HMO is the Kaiser Foundation Health Plan, where the Permanente Medical Groups provide all physician services for
(and only to) Kaiser’s enrollees.
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o Sdf-insured or experience-rated HMO. Inthismodel, an employer’sratefor health services
provided by an HM O isbased on afixed monthly payment to cover administrative servicesand
profit; aswell asavariable payment based on actua or incurred health care expenses. Some
states precludethistype of arrangement.

*  Specialty HMO. Speciaty HMOsprovide select aspects of health care such asmental health
services, dental care, and vision/eye services.

Preferred provider organizations

Although the PPO concept hasexisted for along time, PPOs have recently become the nation’smost
popular health careddivery system. A desirefor greater flexibility andindividua choicepropelled
PPOsto their current preeminent position in the managed care marketplace. PPOisaterm usedto
describeavariety of different structural arrangementsthat vary inthe degree of integration of their
clinical componentsand, hence, the ability to manage care. All PPOsshareacommon characteristic: a
network of health care providerswho have agreed to provide careto patientsfor acontractually
established reimbursement rate. Inthisregard, PPOsare similar to open-panel HM Os (network, [PA,
direct contract, and open access).

Therearethreegeneral categoriesof PPOs (American Accreditation Health Care Commisson/URAC
2000): lease-type PPO network, managed PPO network (non-risk PPO), and integrated PPO plan
(risk PPO). Within each category, thereare many variations. Inaddition, PPOs often blend different
aspectsof two or moretypes, creating hybrid or mixed model entities, whichin someinstancesclosely
resemble HM Oswith expanded networks. Thegeneral distinctions between thethree major types of
PPOsareasfollows:

* Lease-typePPO network. Alsoreferredtoasarental or brokerage PPO, thistype*“rents’ its
network of providersto another network or insurer/purchaser but doesnot sell directly to patients.
Thismodel emphasi zes expanded provider access and negotiated discounted fee-for-service
prices. Traditionaly, |ease-type PPO networksdo not “ manage” careto any significant extent.

*  Managed PPO network (non-risk PPO). Inthiscategory, the PPO contractswith apayer such
asaninsurance company, self-insured employer or third-party administrator. Theprimary
objectiveof thistype of entity isto negotiate significant discountsfor health care servicesfromits
network providers. Inaddition, asit name suggests, thistype of PPO may perform managed care
and/or insuranceactivitiessuch as payment of claims, utilization management, plan adminigtration,
and quality assuranceactivities. Ingeneral, thistype of PPO doesnot directly enroll patientsand
haslimited, if any, contact with them.

* Integrated PPO plan (risk PPO). Anintegrated PPO plandirectly enrollsindividuasintoa
health benefitsprogram. It providessimilar servicesasamanaged PPO network. Inaddition, an
integrated PPO plan may indirectly bear thefinancid risk for itsenrollees’ medical careby
partnering with another entity that hasaindemnity license. AnHMO or insurer may offer an
integrated PPO’snetwork inasimilar manner asan HM O-sponsored point-of-service plan. &
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Commiissioners’ voting on recommendations

Inthe Medicare, Medicaid, and SCHIP Benefits Improvement and Protection Act of 2000 (BIPA), the
Congressrequired MedPAC to call for individua Commissioner votes on each recommendation, and to
document thevoting recordinitsreport. Theinformation below satisfiesthat mandate.

Recommendation 1

The Secretary should apply appropriate quality improvement standardsto plansin the
Medicaret+Choiceprogram and ingtitutional providersinthefee-for-service program, recognizing
differing plan and provider capabilities. He should reward plansand providersfor high quality
performanceand improvement.

Yes. Braun, Burke, DeBusk, Feezor, Hackbarth, Loop, Muller, Nelson, Newhouse,
Newport, Raphael, Reischauer, Rowe, Smith, Stowers, Wakefield
Absent: Rosenblatt

Recommendation 2

The Secretary should reduce duplication between public and private oversight effortswhen applying
quality improvement standardsand measures.

Yes. Braun, Burke, DeBusk, Feezor, Hackbarth, Loop, Muller, Nelson, Newhouse,
Newport, Raphael, Reischauer, Rowe, Smith, Stowers, Wakefield
Absent: Rosenblatt

Recommendation 3

The Secretary should assist plansand providersto improvequality. Hea so should encourage and fund
research on appropriate measuresand innovative mechanismsto improve qudity.

Yes. Braun, Burke, DeBusk, Feezor, Hackbarth, Loop, Muller, Nelson, Newhouse,
Newport, Raphael, Reischauer, Rowe, Smith, Stowers, Wakefield
Absent: Rosenblatt
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